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COMPLAINTS OF SMALL- AND INDEPENDENT-BUSI- 
NESS MEN OPERATING SIGHTSEEING BUSINESSES 
IN THE DISTRICT OF COLUMBIA 


MONDAY, MAY 12, 1958 


Houser or REPRESENTATIVES, 
SeLecr Commirrer To Conpucr a STupy AND 
INVESTIGATION OF THE PROBLEMS OF SMALL BUSINESS, 
Washington, D.C. 

The committee met, pursuant to recess, at 2 p. m., in room 1302, 
New House Office Building, Hon. Wright Patman (chairman) pre- 
siding. 

Present: Representatives Patman, Roosevelt, Brown, Hill, Riehl- 
man, and Seely-Brown. 

Also present: Everette MacIntyre, chief counsel; Clarence D. 
Everett, staff member; Marie M. Stewart, clerk; and Victor P. Dalmas, 
adviser to minority members. 

The CuatrMan. The committee will please come to order. 

The House Small Business Committee will hold hearings today and 
Friday, May 16, 1958, on matters related to the operation of sight- 
seeing and charter businesses in the District of Columbia. 

The hearings are based on complaints of small- and independent- 
business men, who operate sightseeing and charter businesses. These 
small-business men and their representatives have complained that 
the D. C. Transit Co. is using the vast resources of its mass trans- 
portation system to compete unfairly with the small and independent 
operators of sneer and charter businesses. The complaint has 
been made that the D. C. Transit Co. has operated its sightseeing 
operations at a loss oe at the expense of its regular streetcar and 
bus services to the detriment of its competitors. In effect, the small 
and independent competitors complain that the streetcar and bus 
riders in the District of Columbia are being compelled to subsidize the 
D. C. Transit Co.'s sightseeing operations and thereby contribute to 
the destruction of independent small-business concerns. 

If the complaints are as alleged, they present a serious problem. It 
is not only serious for small- and independent-business men but also 
it presents a grave question to the public generally. Only last Mon- 
day, May 5, 1958, the New York Journal of Commerce reported that 
business failures are at a record postwar high. We do not want to 
allow anything to add to that record if we can prevent it. 

At the instance of the small- and independent-business men, I dis- 
cussed this matter with Hon. John L. MeMillan, chairman of the Com- 
mittee on the District of Columbia of the House of Representatives. 
He and his counsel expressed the view that the House Small Business 
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Committee should endeavor to work out an administrative remedy of 
the matter through conferences with the appropriate officials. Repre- 
sentatives of the House Small Business Committee have conferred a 
number of times and at length with officials of the government of the 
District of Columbia and with officials of the D. C. Transit Co. Dur- 
ing the course of these conferences and through communications, it 
was developed that it is the view of the D. C. ‘Transit Co. that it not 
only has done no wrong in the operations of its sightseeing and char- 
ter business; that it is entitled to continue those operations tax free, 
even though its competitors are fully taxed by the government of the 
District of Columbia, but also that the D. C. Transit Co. hold the 
view that it is the only concern authorized to carry on a sightseeing 
and charter business in the District of Columbia 

It has been determined that the complaints and the controversies 
about these matters have arisen from and because of various interpreta- 
tions given to Public Law 757 of the 84th Congress.That law was 
approved July 24,1956. It granted to the D. C. Transit System, Ine., 
a corporaton of the District of Columbia, a franchise to operate a mass 
transportation system of passengers. Section 3 of that law provided 
that no competitive street railway or busline, 
that is, bus or railway line for the transportation of passengers of the character 
which runs over a given route on a fixed schedule shall be established to operate 
in the District of Columbia. 

As a part of that franchise in sections 8 and 9 of Public Law 757, 
it was provided that the Operations of the corporation for which it 
thus received a franchise would be exempt from District of Columbia 
taxes, including the motor vehicle fuel tax. 

Enacted at the same time, and as section 6 of Public Law 757 of the 
84th Congress, was a provision to the following effect : 

The corporation is hereby authorized and empowered to engage in special 
charter or sightseeing services subject to compliance with applicable laws, rules 
and regulations of the District of Columbia and of the nrunicipalities or political 
subdivisions of the States in which such service is to be performed, and with 
applicable provisions of hte Interstate Commerce Act and rules and regulations 
prescribed thereunder | italic supplied | 
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It is claimed by the D. C. Transit Co. that it is authorized to operate 
its sightseeing and charter business tax free as it is in carrying on the 
business of the mass transportation of passengers over fixed routes and 
fixed schedules in the District of Columbia. Small and independent 
competitors, who operate sightseeing and charter businesses in the 
District of Columbia, do pay motor vehicle fuel taxes and other taxes 
to the Government of the District of Columbia. They argue that they 
are subject to and operating in compliance with all applicable laws, 
rules, and regulations of the Districtof Columbia relating to the busi- 
ness of sightseeing and charter operations. They claim that it is 
unfair for the D. C. Transit Co. to compete with them and pay no 
taxes. They contend that if the D. C. Transit Co.’s sightseeing and 
charter operations were made subject to applicable laws, rules, and 
regulations of the District of Columbia, and if the equipment, person- 
nel, and facilities of that company charged to its mass transportation 
of streetcar and bus passengers were not utilized to subsidize sight- 
seeing business, they would have no justification for complaint and 
would be satisfied. 
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Inquiry has developed that the government of the District of Co- 
lumbia has interpreted Public Law 757 very much in accord with the 
interpretation provided by the officials of the D. C. Transit Co. In 
any event, the District of Columbia did not move to tax the sightseeing 
and charter business of the D. C. Transit Co. They have interpreted 
sections 8 and 9 (the tax-exempting provisions) of Public Law 757 
of the 84th Congress as applying to the sightseeing and charter busi- 
ness authorized in section 6. They have done that “although as a part 
of that authorization it is provided that the D. C. Transit Co.’s sight- 
seeing and charter business shall be “subject to compliance with appli- 

cable laws, rules, and regulations of the District of Columbia.” 

The officials have taken the position that since Public Law 757 
granted the tax-exempt provision to the corporation, the law should 
be interpreted liberally to apply to all operations authorized under 
that law. Therefore it appears unlikely that the government of the 
District of Columbia will act to remove the inequities existing between 
the D. C. Transit Co. and the small and independent businessmen, 
who operate sightseeing and charter businesses in the District of 
Columbia. 

It should be observed that legislatures granting preferential tax 
treatment of granting tax exemptions gener “ally intend that such laws 
be construed strictly to avoid unintended use of the benefits and loss 
of revenues. Courts most. generally apply narrow construction to 
such exemptions or preferences. The carrying over of the special 
tax treatment accorded to D. C. Transit Co. in its monopoly trans- 
portation operation and applying it to the competitive sightseeing 
services raises a question as to whether it is a departure from the 
most common legislative intents and court construction. 

Section 6 of the Transit Franchise Act does not provide that it 
may conduct sightseeing service subject to the provisions of this act 
and the laws, rules, and regulations of the District of Columbia. The 
omission of the underscored words would appear to preclude success- 
ful contention that the special tax treatment applies to the sightseeing 
services. Further, it would appear th: at . such a contention should 
prevail, the independent operator would be equally on firm ground 
to assert that laws, rules, and regulations applying to Transit in its 
competitive sightseeing operation are applicable to them and they 
should receive similar tax treatment. 

An equally serious aspect of the problem is involved in the com- 
plaints of the small and independent businessmen that D. C. Transit 
Co. is utilizing the resources of its mass tr ansportation system to 
drive them out of business. It is no less bad in the District of Co- 
lumbia than it is throughout the United States for any large concern 
with great resources and a degree of monopoly control over any busi- 
ness to utilize its resources to engage in discriminatory and unfair 
trade practices to eliminate competition. Therefore, if such action 
is taking place, it should be stopped. 

It should be understood that the House Small Business Committee 
in undertaking hearings on this problem today is making no charge 
against anyone. It is conducting these investigations and hearings 
for the purpose of developing the facts. Hon. John L. Me Millan, 
chairman of the House Committee of the District of Columbia, and 
[ have consulted regarding these hearings, and he advised me that 
it is his view that the House Small Business Committee should hold 
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hearings on this matter for the purpose of developing the facts. 
Also, he advised his counsel will attend and observe these hearings 
for the chairman of the House Committee on the District of Columbia. 
Of course, his counsel and the counsel of this committee are cooperat- 
ing in this matter fully, and the records of these hearings will be made 
available as they are made to the counsel of the Committee on the 
District of Columbia. 

When the hearings are completed, the committee will report thereon 
to the House of Representatives with conclusions and recommenda- 
tions as provided for in the resolution which created the House Small 
Business Committee. 

Our first witness is Mr. Paul A. Swan. Is Mr. Swan present ‘ 

Mr. Swan. Mr. Chairman, I have a prepared statement. If you 
would like, I can give members of the committee copies of it so that 
they can follow me. 

The Cuarrman. Yes; we would like to have the statements. 

All right, you may proceed, Mr. Swan. 

Do you want to read your statement, or do you want to put it in 
the record and summarize it ? 

Mr. Swan. I would rather read it, Mr. Chairman. 

The Cuamman. All right, you may proceed. 


TESTIMONY OF PAUL A. SWAN, PRESIDENT, WASHINGTON 
SIGHTSEEING OPERATORS ASSOCIATION, INC. 


Mr. Swan. Mr. Chairman, and members of the committee, my name 
is Paul A. Swan. 

I am here on behalf of the Washington Sightseeing Operators As- 
sociation, of which I am the president, as well as my own small sight- 
seeing company, Federal Sightseeing Tours, which is a member of 
the association. 

The Washington Sightseeing Operators Association is a nonprofit 
association of approximately 50 small companies who provide person- 
ally conducted sightseeing tours to the public here in the Nation’s 
Capital. We are proud of these services, and feel that they are part 
and parcel of the Washington sightseeing business. 

The tourist business, as you know, ranks next to Government as 
Washington’s second most important activity. 

Until recently, our industry was healthy and competitive. Each 
firm stood on it sown feet and solicited the patronage of tourists on 
an equal footing before the law. These independent, competitive 
companies and individuals paid their just share of taxes to the Dist- 
trict government in the amount of $250,000 per year, approximately. 

Today, these small, independent concerns are in danger of being 
wiped out. They are directly threatened with elimination and bank- 
ruptey by the D. C. Transit System, Inc., which has financed its entry 
into the sightseeing tour field from its own tax-exempt monopoly. 

D. C. Transit was, of course, given a monopoly position in the mass 
transportation of passengers over fixed routes by this Congress in 
1956. It was also granted very importanat exemptions from various 
taxes in order to assure it a fair return and fair profits on its mass 
transportation operations. It has been using that monopoly position 
and those tax exemptions to finance a campaign to destroy and wipe 
out the small, individual, competit ive, taxpaying sightseeing concerns. 
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D. C. Transit is engaged in an intense effort to expand its monopoly 
position from mass transportation into sightseeing—from an area 
where monopoly is required in the public interest to an industry where 
monopoly is totally unjustified. It is raiding personnel, making huge 
outlays for advertising and promotion, using signs on the front and 
back of the buses and streetcars of its mass transit system for adver- 
tising its sightseeing tour services, offering excessive commissions, 
reduci ing rates, and operating its mass-tr ansport: ition facilities in per- 
sonally conducted sightseei sing tour operations. 

This move to monopolize the W ashington personally conducted tour 
business has been financed, subsidized, and paid for out of the re- 
sources of its mass-transportation operation. 

It has been exempted from District taxes which its competitors 
pay. 

Under these circumstances the independent sightseeing companies 
of the District cannot continue to compete with D, C. Transit. 

To date, attorneys for the monopoly have been able to persuade 
District of Columbia officials that D. C. Transit should pay no taxes 
on its personally conducted tour operations. Mr. Chalk admits the 
unfairness. He replies, however, that the Congress should give the 
same tax concessions to all the rest of the personally conducted tour 
industry. But even this fantastic idea would not solve our problem 
of competing with the D. C. Transit monopoly. 

As a partner in Federal Sightseeing Tours, I am one of D. C. Tran- 
sit’s victims. Recently, F ederal Sightseeing lost its ticket sales con- 
cession at the Stratford Hotel to D. C. Transit. D. C. Transit ob- 
tained this concession by offering a commission of 5 percent more 
than we had been paying over the years. 

So intent was D. C. Transit on obtaining this concession in fact, 
according to the owner of the hotel, that D. C. Transit even offered 
to buy the hotel or fill it with customers in order to get the concession. 

Federal Sightseeing had gross revenues of about $35,000 a year, and 
the loss of this concession will reduce the revenues by about $7,500, or 
20 percent. As a result, I have had to merge with another company 
in order to atte mpt to survive. 

In addition, we took a sizable loss by having to destroy thousands 
of folders which had just been printed with our company name, and 
the name and address of the hotel. This is the way Mr. Chalk, the 
utility tycoon, knocks out the little fellow. 

As another example, on April 22, I attended a meeting of personally 
conducted tour people, including Mr. Chalk, in the office of this com- 
mittee. I was candid about the effects of his policies on small busi- 
nesses such as mine. In retaliation, on April 29, April 30, and May 5, 
a D. C. Transit guide appeared in front of my office at the Commodore 
Hotel to solicit business. On May 5 the guide’s badge number was 423. 

All the other members of the association are feeling the effects of 
D. C. Transit’s monopoly campaign. Mr. Chalk has placed his own 
drivers, whose salaries are paid by the tax-exempt transit monopoly, 
outside the White House to draw away business from the taxpaying 
members of our association. I regard this as Mr. Chalk’s answer to 
our complaints in a further attempt to destroy our livelihood. In my 
mind, these tactics bear a striking resemblance to the “goon squad,” 
which is generally associated with malicious intent. 
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Section 7, Public Law 757, requires D. C. Transit to remove street- 
ear tracks by July 24, 1963. Despite the fact that this was presumed 
to have been settled in 1956, press reports indicate that Mr. Chalk is 

campaigning to have this obligation extended indefinitely or elim- 
inated forever. Thus it is hard to escape the conclusion that Mr. 
Chalk does not play the game according to the established rules of 
enlightened private enterprise with responsibilities as well as rights. 

Mr. Chalk has applied for transit fare increases and requested 
Congress to appropriate funds to subsidize his school fares. This rate 
increase and subsidy will only yield further transit revenue for financ- 
ing ruinous competition with the taxpaying sightseeing industry. 

We of the Washington Sightseeing Operators Association protest 
that Mr. Chalk is apparently free to waste the transit funds trying 
to force his way into the competitive personally conducted sightseeing 
tour business and then appeal again to the transit riders ‘for more 
money to replace his losses and to Congress for a Federal subsidy. 

What does the future hold for the other independent. businessmen 
of the District of Columbia—the hotel owners, the merchants, and 
scores of others? Recently, D. C. Transit acquired the local distribu- 
torship for White Co. It has applied for permission to compete with 
existing common carriers between Washington and New York. It has 
announced plans for other ventures, such as shopping centers, all of 
which would presumably compete with taxpaying businesses. 

A restriction must be placed on Mr. Chalk’s ambitious attempts to 
extend his tax-exempt monopoly into other competitive fields. Un- 
less some legislation is forthcoming we of the personally conducted 
sightseeing tour business will be only the first victims of his abuse of 
the privileges Congress gave him. 

Strong and vigorous action must be taken by the Congress and the 
District of Columbia to stop D. C. Transit’s cutthroat competition 
and monopoly attempts. Otherwise we will be added to the rolls of 
the jobless so that Mr. Chalk’s extravagant personally conducted 
sightseeing tour venture can be maintained by the hapless transit 
riders. 

Meanwhile, Mr. Chalk’s tactics accumulate to his personal credit at 
the banks. 

The Cuamman. With the permission of the committee, I will ask 
Mr. MacIntyre, the counsel, to bring out any questions he feels that 
should be brought out at this point, and then, of course, the members 
of the committee may ask any questions they desire. 

May I invite the attention of the committee members to the fact 
that Mr. McLaughlin is here, and he is a very busy man, and we prom- 
ised to hear him as soon as we could. And after we get through with 
this witness, and with one other witness, we will put Mr. McLaughlin 
on. 

Mr. MacIntyre, you may proceed. 

Mr. MacInryre. Mr. Swan, how long have you been in the sight- 
seeing business in the District ? 

Mr. Swan. Approximately 5 years, sir. 

Mr. MacIntyre. Five years. Do you have a general program for 
sightseeing tours ¢ 

Mr. Swan. Yes,sir; we havea general program. 

Mr. MacInryre. In general, what is that program ? 
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Mr. Swan. Our program for sightseeing tours—we start our tours 
from the Commodore Hotel. We have a tour that goes in the morning, 
taking in the interior of the different Government buildings through- 
out the city. Then in the afternoon our program goes over to the 
Arlington National C emetery and to Mount Vernon. 

Mr. MacInryre. How large an organization do you have? 

Mr. Swan. At the present time, since the 2 companies, my company 
and another company went together, we have 4 limousines and 1 bus. 

Mr. MacInryre. How many did you have before the merger? 

Mr. Swan. Before the merger, well, we had 4 limousines and 1 bus, 
but we sold 2 limousines. 

Mr. MacInryre. What sort. of position do you hold with the com- 
pany? Where is your office located; do you stay in the office all the 
time ¢ 

Mr. Swan. Well, I stay in the office when I am not busy running 
work. See, we have drivers that handle the work, but if there is more 
work than a driver can handle, why I fill in as a driver. 

Mr. MacIntyre. You actually do driving yourself ¢ 

Mr. Swan. Yes, sir. 

Mr. MaciInryre. Do you also do guide work ¢ 

Mr. Swan. Yes, sir. The guide work I do is only to the extent. of 
the company itself, or where we feel that my guiding would help our 
company. 

Mr. MaciInryre. In other words, your organization is small enough 
so you can work all the way through your company, from top to 
bottom / 

Mr. Swan. Yes, sir, 1 am prepared at any time to take over any 
activities that might be required in the company by any member. 

Mr. Macintyre. Briefly, what do you consider to be the effects of 
the D. C. Transit activities on your company—those activities that you 
have been describing ¢ 

Mr. Swan. Well, the D. C. Transit, as I stated in my statement, 
did take the Stratford Hotel from my company, which is a consid- 
erable loss to my company. ‘They have placed guides—however, there 
have not been any there for the last few days—in front of the Com- 
modore Hotel, men to sell work, and everytime they sell a job there 
that is that much less that my company can realize from. 

Mr. MacInryre. Now much has been said about the ro essor of 
the D. C. Transit having some authorization to engage in the sight- 
seeing business. That isthe old C apits al Transit Co. 

Mr. Swan. [did not hear you, sir. 

Mr. MacInryre. I said, considerable has been said about the prede- 
cessor of the D. C. Transit, the Capital Transit Co., having been au- 
thorized to engage in sightseeing business. Did it compete with you 
in the sightseeing business ? 

Mr. Swan. Now as far as I know, its competition in the sightseeing 
business was more on a charter scale than putting salesmen all over 
the streets to trv to hurt the little boys. 

Mr. MacInryre. In other words, its activities in that regard were 
restricted largely to the charter bus Sa wasn’t it 7 

Mr. Swan. To the best of my knowledge. sir. 

Mr. Macinryre. And did not get into the general sightseeing busi- 
ness such as the D. C. Transit is now engaging in, is that correct 

Mr. Swan. That is my interpretation. 
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The Cuarrman. Mr. Hill, would you like to ask some questions? 

Mr. Hinu. No. 

The Cuarrman. Mr. Seely-Brown. 

Mr. Seriy-Brown. Mr. Chairman, I wonder if the meetings which 
you described in your opening statement, between the represent: itives 
of the Small Business Committee and the interested parties, if the 
minutes or whatever record was kept of those meetings, will be made 
part of this record so that we will get the complete picture ? 

The CuarrMan. Without objection that is so ordered. 

(The document referred to follows :) 


MINUTES OF A CONFERENCE HELD IN Room 129, House OFFICE BUILDING, WASH- 
INGTON, D. C. (OFFICES OF THE SELECT COMMITTEE ON SMALL BUSINESS, HOUSE 
OF REPRESENTATIVES), 2 P. M., APRIL 22, 1958 


Those attending the conference included: 
Everette MacIntyre, general counsel, House Small Business Committee 
Bryan H. Jacques, staff director, House Small Business Committee 
Hayden Garber, counsel, House Committee on District of Columbia 
O. Roy Chalk, president, D. C. Transit Co. 
Henry Flanagan, vice president, D. C. Transit Co. 
Robert T. Mitchell, executive vice president, A. B. & W. Transit Co. 
David S. Haddock, vice president, A. B. & W. Transit Co. 
Harrison Kahn, counsel, A. B. & W. Transit Co. 
Henry Burroughs, president, Gray Line Sightseeing Co. 
Paul A. Swan, president, Washington Sightseeing Operators Association, Inc. 
Richard C. Bennett, vice president, W-V-—M Coach Co. 
Manuel Davis, counsel, W—V—M Coach Co. 
S. A. DeStefano, treasurer, W-V-—M Coach Co. 


Mr. MacIntyre. The purpose of this conference is to discuss a small-business 
problem which is said to exist in the sightseeing business in the District of 
Columbia. The House Small Business Committee has received a number of 
complaints to the effect that under existing circumstances there is a tendency, 
and even more than a tendency, a trend to a monopoly in the sightseeing and 
c hi irter business in this area. Complaints have been made to the effect that some 
of those circumstances stem from privileges which are assumed to have been 
granted by Public Law 757, 84th Congress, to the D. C. Transit Co. A good 
many questions have arisen to which we want to have answers—as much as we 
ean get through a conference of this kind. Mr. Chalk, as head of the D. C. 
Transit Co., is Public Law 757 of the 84th Congress viewed by the D. C. Transit 
Co. as extending to that company on its sightseeing and charter business, the 
same privileges that are accorded by that public law to that company on its mass 
transportation of passenger services over fixed routes and fixed schedules? 

Mr. CHALk. I think the franchise speaks for itself. I would like to have your 
interpretation of it. 

Mr. MacIntyre. I will tell vou the conclusion I have reached on reading it 
and what I have advised the chairman. It does not accord the same privileges 
as are accorded by that franchise to the D. C. Transit Co. on its mass transpor 
tation business over fixed schedules and routes. 

Mr. CHALK. I don’t think that is relevant and at issue. I have no opinion 
on the subject—you should speak to the committee who framed the law. We 
have accepted any benefits that Congress gave us and that are approved by the 
PUC. We are a regulated company and can’t breathe without the approval of 
our actions. I do call your attention to section 6 which gives the right to us 
to operate, blanket authority to operate as a sightseeing service, and I would 
imagine it was done in order to maintain supplementary income to keep fares 
pretty low. If we eliminated the sightseeing services, which our competitors 
want us to do, it would result in an increase in fares—that might be a subject 
for the Small Business Committee. 

Mr. MacIntyre. I would like to inquire into another section of the act 
Congress will maintain a continuing interest in the situation. An inquiry of 
this nature is intended here. In Public Law 163, 88d Congress, and Public Law 
268, 84th Congress, acted for small business as part of a competitive enterprise 
system. Weshould keep that public policy in mind, 
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Mr. CHALK. My interpretation is that we were authorized to engage in sight- 
seeing business as supplementary revenue under section 6—not our main business. 
It has always been the prerogative of the transit company in Washington to 
engage in sightseeing business and in most cities throughout the country—it 
has been a great help to the transit picture. The D. C. Transit is the only 
company that is moving forward—one of the reasons I have used sightseeing as 
a means of selling transit to the public—a means of transportation and a means 
of sightseeing. I have tried to give the public good service and we are doing 
a good job. I have no desire to put small businesses out of business—will be 
delighted to help them. We now service some of our competitors’ vehicles. We 
sell at practically the same price as our competitors. There is nothing wrong 
if everybody grows together. I have always fought big business and am most 
sympathetic with these fellows. I am a small fellow and will be glad to work 
with your committee on any specific problems we have. I know that my prac- 
tices are fair. The unfair competition is coming from surrounding areas taking 
away business from ourselves. Are there any specific complaints, other than 
my existence? 

Mr. Macinryre. Regarding section 6 of Public Law 757, which granted you 
the authorization and extended to you privileges on taxes, you have been op- 
erating under that assumption. 

Mr. CHALK. We have made applications for tax exemptions based upon total 
operations. We have not been granted all the concessions we felt we were 
entitled to. 

Mr. MacInryre. Haven't all applications been granted except for limousine 
service ? 

Mr. CHALK. They did not grant us everything we asked. 

Mr. Macinryre. Your maintenance base for your sightseeing vehicles is lo- 
cated where ? 

Mr. CHALK. We have no separate base. 

Mr. MacIntyre. You do not regard section 6 of Public Law 757 as granting 
D. C. Transit a monopoly over sightseeing as it granted for mass transportation? 

Mr. CHALK. We haven't got a monopoly. What is your interpretation of the 
law? 

Mr. MacInryre. What did Congress mean to give you? 

Mr. CnHa.k. I don’t know, no conclusion. Will have to look at the records. 
Do you thinkk it was the intent to be a monopoly? Should be a determination 
of it 

Mr. Burrovueus. It was not intended to give you a monopoly. 

Mr. Swan. It was not the intent of Congress to give you a monopoly. 

Mr. CHALK. Our main business is transit but we consider the sightseeing 
business as part of the glamorizing treatment to entice the public to ride with 
us. The whole thing is interwoven to such a degree that we considered sec- 
tion 6 of Public Law 757 authorized us to do this any way we saw fit. 

Mi. Swan. The main reason D. C. Transit is able to give so much more is 
because they use their garage and other facilities to service all the equipment. 

Mr. CHALK. Yes, we do but I don’t think it is anyone’s business if we see fit 
to save money by using what already belongs to us. It is only good business 
practice. 

Mr. MacInvyre. Is the interpretation of section 6 and the operations of sight- 
seeing and charter business under that interpretation operating at all to the 
undue advantage of any particular operator? If so, we need answers and ex- 
planations. Does any independent operator feel that the interpretations which 
has been given to section 6 operates to the undue disadvantage of any inde- 
pendent operator or group? 

Mr. BurroucHs. As a matter of practice, operation under Publie Law 757 is 
to the detriment of the other operators in District of Columbia. That is the 
case because the other operators do not enjoy the same tax benefits. There 
are special taxes assessed against sightseeing operators in District of Columbia. 

Special license plates for the vehicles can be as high as $208 per vehicle. 

_ At time of purchase, there is a 2 percent District of Columbia excise tax, 
S600 to $700 per vehicle. 

Permit from Utilities Commission, $150. 

_ Operators also subject to District of Columbia sales tax, 2 percent on any 
items purchased for use in the business. 

Personal property tax in District of Columbia, $2.10 per $100. 

Total per year per vehicle is about $1,000 for motor fuel tax. 
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Mr. CuHark. It is always justified to complain about too many taxes but they 
should go to Congress, The complaint of these gentlemen is on the tax exeMmy> 
tion that I have, I will be willing to help them get the same from Congress but 
they should not try to take it away from me. The exemptions are part of the 
reason I took the franchise to begin with and certainly I would not have accepted 
it without them. 

Mr. Macinvyre. In your view, taxation for all of the sightseeing operators 
should be the same? 

Mr. Cuark. Let them go to Congress if they want tax exemption. Not com- 
plain against me. 

Mr. MircHe... Our problem relates to charter and contract work more than 
sightseeing. We are interested in sightseeing because we serve as a supplier 
of additional equipment to Gray Lines. Last Spring when the Government put 
out bids for contracts the D. C. Transit Co. wound up being low bidder in all 
except one case thus taking several hundred dollars in revenue from smaller 
companies. In one case my bid was in the amount of $43,000 and.-the D. C. 
Transit bid was $42,000 plus—$s800 difference in the 2 bids. My company pays 
1 cent per mile in District of Columbia and the D. C. Transit Co. did not have to 
compute this 1 cent per mile. They also have relief of the 2 percent gross 
receipts tax and the fuel tax exemption. 

Mr. CHALK. This issue has been argued before the ICC who had jurisdiction 
on the bids. Capital Transit and D. C. Transit had been bidding in a free 
market for contracts of military business. Some years we got it, some years 
they got it. This does not properly belong here but it is the same issue—taxes. 
They should go to Congress. They want the advantages we have but not our 
burdens, we have some disadvantages such as operating our lines between 10 
a.m. and 3 p. m. with only 2 or 3 passengers. 

Mr. MITcHELL. Capital transit companies as such have never operated the 
contract or charter service I have referred to. The D. C. Transit Co. is the 
first low bidder as a contract carrier. It is a proper matter for ICC for author- 
ity to operate but they have no authority to change the tax structure. 

Mr. Macintyre. Your contention is that it was because of the tax advantage 
that undue advantage was given to D. C. Transit over you? 

Mr. MITCHELL. Most definitely. I had to include taxes in computing my bid. 

Mr. CHALK. Section 6 of the franchise provides for our engagement in special 
charter service. You can’t separate the franchise into sections. 

Mr. MitrcHELL. My company is not a complainant in this case. We were asked 
to appear. 

Mr. MacIntyre. Mr. Chalk was invited and is entitled to hear what was being 
said about his company 

Mr. CuHark. I would like to know who the complainants are. 

Mr. MacIntyre. They are not publicized. 

Mr. CHALK. May I register a complaint—when any group of individuals gets 
together to monopolize an industry, there is danger. We might have this situa 
tion here but not because of D. C. Transit Co. There is an organization called 
Gray Lines with over 1,000 branches. Their purpose could be to monopolize 
the business in any one particular city. They are the biggest operator in any 
city including Washington. In 1957 Gray Line did $1,200,000 business; D. C 
Transit, $402,000; W-V-—M, $134,000; A. B. and W., $129,000; WMA, $334,000 : 
and Atwood, $220,000. This merits your investigation. I). C. Transit can't 
go into hotels to sell sightseeing service because Gray Lines have tied it up. 

Mr. MircHeELL. One comment; 1957 includes 6 months of which these other 
companies enjoyed contract work with the Federal Government. In 1958 none 
of them have it so the figures will be different. 

Mr. MacIntyre. What is the total of the contracts? 

Mr. MircHeLL. Approximately $200,000—D. C. Transit has that now. 

Mr. Macintyre. About $600,000 including military. 

Mr. Cua.x. Sightseeing, charter, and military, $600,000. 

Mr. Mrrcwety.. Including special charter, sightseeing work, everything other 
than regular business. 

Mr. Burrousus. Mr. Chalk made reference to Capital Transit which made 
competition. We acknowledge that is the case but Capital Transit was under the 
same tax burden as the rest of us. 

Mr. MacIntyre. Capital had no tax advantages. that you didn’t have with 
respect to sightseeing and charter service. You were all on the same basis. 
Any further comments? 
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Mr. Cuartk. Had I not been granted the franchise exactly at it is, I would not 
have bought it. The franchise is a contract I made with Congress. If any of 
of these gentlemen want to go to Congress, that is their privilege. 

Mr. MacInryre. I don’t suppose there is anyone, lawyer or otherwise, who 
attaches more sanctity to contracts than I do. I agree with Mr. Chalk that 
Congress did enter into a contract. This is a matter of interpretation and 
difference of opinion regarding sightseeing and charter service. 

Mr. Happock. Our contention is they are not entitled to privileges that they 
assume. They tend to take the philosophy they have the right to file applications 
on the basis of bids whether they have authority or not, and the alleged authority 
is sufficient for the Government to accept them. There is one case pending with 
respect to the State Department—D. C. Transit bid on the service and alleged 
they had the authority to render the service. We protested after the bid was 
awarded to them as the lowest bidder. We are still running the service on the 
basis that the ICC has not determined the question. In the event we are turned 
down by ICC, we must go to court though we do not have the money. What right 
does the D. C. Transit have to bid on service, they do not have the right to 
originate service in Arlington County. 

Mr. BurrouGcuHs. All of us are in this situation. Not one of us can operate 
in competition with D. C. Transit on mass transportation operations which are 
tax exempt. But tax-exempt revenue is financing activities in the charter and 
sightseeing field. We have a decided disadvantage in that we have not got 
the advantage of base revenue acquired tax exempt. 

Mr. Swan. I have several hotel concessions but one particular hotel was 
taken away from me by D. C. Transit on the grounds that they could give the 
hotel more concessions than I could. And the reason they could do this was 
because your tax relief helps you to operate on a lower operating basis and you 
can underbid me and put me out of business. 

Mr. Cuack. It is not only taxes but our maintenance is lower. We can’t 
help it. Our ability to do lower cost maintenance—that is the basic difference 
between us. 

Mr. Swan. You service vehicles for smaller companies. Do you use same 
gasoline and parts which you receive a tax benefit on? 

Mr. CnaLtk. We are arguing in a circle 

Mr. Swan. The intent of Congress was on mass transportation—not sightsee- 
ing business. 

Mr. Cuaik. Not in my opinion. It is all in the same franchise and part of 
the deal I made with Congress 

Mr. MacIntyre. Mr. Patman has taken a position that by virtue of the study 
he has given this problem that something should be done to put sightseeing and 
charter business in the District of Columbia on an equal footing with respect 
to the application of laws and tax benefits and otherwise. He has asked me to 
see what could be done under existing laws to accomplish that. Also, he has 
conferred with the chairman of the House District Committee, Mr. McMillan. 
The matter is with Mr. Patman as of right now to see what can be accom- 
plished administratively under existing law before further consideration is 
given to what Congress should do. We have attempted recently to see what 
could be done administratively. Our view is that section 6 of Public Law 757 
did not grant the D. C. Transit Co. the same benefits taxwise for sightseeing and 
charter as were granted for its mass transportation service over fixed routes 
and fixed schedules. Those views have been made known to the District of- 
ficials. Mr. Patman is a patient man but has asked for a prompt reaction. He 
wants to know whether there can be an agreement without a great deal of 
delay. If not, he feels there should be an open public hearing before this 
committee on aspects of this problem stemming from the failure to interpret 
section 6 as it should be interpreted and applied. 

Mr. MacInryre. The conference is adjourned. Mr. Chalk, will you remain 
with me for a few minutes. 

(Mr. Chalk, Mr. Flanagan, and Mr. Garber remained.) 

Mr. MacIntyre. We have been investigating this matter and some things 
have come to our attention that in fairness we ought to put before you : nd give 
you an opportunity of advising the chairman about them before he »: kes a 
decision on public hearings. Information has come to us that in addition to the 
tax advantages which you have, your sightseeing and charter business of D .C. 
Transit is actually being subsidized by the mass-tranusportation business. Last 
year the sightseeing business lost $50,000 and the limousine service $37,000, with 
a total of $87,000. This had to be made up somewhere—and added to that is 








12 SIGHTSEEING BUSINESSES IN THE DISTRICT OF COLUMBIA 


the tax advantage. Will you advise whether that is the fact—were you in the 
red? 

Mr. CHALK. We had a fair amount of red ink in the limousine service. 

Mr. MACINTYRE. May we have the facts? 

Mr. CHALK. It is immaterial whether we made or lost. We intend to make 
eventually. Maybe the losses you are talking about had more to do with transit 
than sightseeing 

Mr. MacIntyre. Was there an allocation for advertising sightseeing service 
in the mass transportation transit service of about $3,000 per week or $150,000 
a year? What part was allocated against it on the value of advertising as a 
charge by D. C. Transit against sightseeing ? 

Mr. CHALK. I can allocate it in any way you want it. There was no out-of- 
pocket cost. 

Mr. MacIntyre. I would say that so far as cost is concerned, there was no 
cost accounting. Do you allocate any costs against D. C. Transit sightseeing 
service for the value of the advertising? 

Mr. CHALK. I want to be cooperative with you I will give you an allocation 
but it is immaterial. What difference does it make? 

Mr. MacIntyre. I want the facts. If you have not allocated it, just let us 
know. 

Mr. FLANAGAN. We want to give the chairman a sensible response. I don’t 
think this is the right approach. States one by one are gradually realizing if 
they want transit business of any kind, they have got to give the companies relief 
from taxation. Why does not Congress make a simple law and give sight 
seeing people exemptions rather than give them relief? 

Mr. MacIntyre. I have talked with District officials and they have not indi- 
cated any willingness to give tax relief to anybody in the District 

Mr. CHALK. I am still shortchanged by the tax relief as it is—I have not 
made the 614 percent the franchise promised me. 

Mr. MacInryre. Under the franchise Congress has a contract with you but 
we want the facts on three things: (1) Losses, (2) advertising, and (3) 
whether or not the facilities, manpower, equipment, or materials of the D. C. 
Transit Co., chargeable or charged against fares, have been used in any way to 
benefit the sightseeing and charter service. The answers to those three things 
would perhaps be of considerable interest to the chairman before he decides 
what to do about open public hearings. 

Mr. CHALK. I would like to cooperate—send us a memorandum. We have no 
Se( rets 

Mr. FLANAGAN. You seem concerned about this point. As the PUC regards 
us now, there is no formal divorcement from regular mass transportation serv 
ice as there used to be—the only thing they have excluded is the limousine 
service. There is only a 3-month peak in the sightseeing business. The PUC 
does not differentiate between equipment used for sightseeing and mass trans 
portation. We are permitted 61. percent on the system of operations. 

Mr. (nak. I don’t see how a tax reduction would change prices. We all 
charge the same approximately. 

Mr. MacIntyre. According to your interpretation of section 6, that applies 
also to your sightseeing business. My personal view is that if a problem does 
exist as indicated here, it would mean more than putting people on an equal 
footing taxwise. It would mean putting you on an equal footing operational 
wise. 

Mr. FLANAGAN. That would be moving backwards. 

Mr. MacIntyre. The tax problem is not the big thing. Complaints have been 
made to the committee that unless sightseeing business is put on a competitive 
basis, within 2 or 3 years the D. C. Transit Co. would have a monopoly and 
could make its sightseeing business carry its own freight because it could charge 
the rates according to what the traffic would bear. <A letter will go to you 
tomorrow from the chairman. He will put his request in writing. 

Mr. Cuark. You should check Gray Lines. They sell the people before they 
get here. That is the unfair advantage we are up against. 

Mr. Srevy-Brown. I have no questions. 

The Cnatrman. Mr. Brown / 

Mr. Brown. No questions. 

The Cuamman. You will be available if we need you again / 

Mr. Swan. Yes, sir. 
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The Cuairman. The next. witness, please. 

Mr. MacInryre. Mr. Atwood. 

The Cuamman. Mr. Atwood, would you like to present your state- 
ment, or would you like to put it in the record and summarize it? 

Is your statement similar to Mr. Swan’s ¢ 

Mr. Arwoop. It is somewhat similar to Mr. Swan’s. 

The Cratrnman, I suspect you had better go ahead and present. it. 
I think there is enough difference that it would be better for you 
LO present it. 


TESTIMONY OF CHESTER M. ATWOOD, PRESIDENT, ATWOOD 
TRANSPORT LINES, INC., WASHINGTON, D. C. 


Mr. Arwoop. My name is Chester M. Atwood, and I am president 
of Atwood Transport Lines, Inc. I am also a member of the 
Washington Sightseeing Operators Association. 

I have engaged in the business of operating personally conducted 
tours since 1914. I started as a guide on the street and over the years 
to date developed my present company to a fleet of 24 deluxe buses 
and revenues in excess of $300,000 per year. 

One-half of the revenue of my company is derived from charter 
and sightseeing operations. My company operates sightseeing tours 
for groups but not for individuals. In addition to the charter and 
sightseeing services conducted by my company we operate a pas- 
senger service between points and places in Mi a extending to 
Patuxent Airbase and downtown Washington, D. C. In this latter 
service I compete directly with Richmond cnn de Lines. 

I developed this business in a free market, having no advantages 
over my competitors. I did not have the guaranties of a monoply 
nor exemptions from taxes. 

As I examine my position today, it is this: 

I offer my charter and sightseeing services in competition with a 
powerful monopoly—D. C. Transit Co. This monopoly derives 
approximately $25 million in revenues from the mass transit riders 
in the District of Columbia. In addition, this company is exempt 
from taxes to the extent that the exemption saves that monopoly 
approximately $1 million per year. 

Now that powerful monopoly does not confine itself to the pur- 
poses for which its protection from competition or its tax exemp- 
tions were intended—that is, for the purpose of providing a mass 
transportation system for the District of Columbia. It presently 
is using its monopoly profits and its tax exemption to compete with 
my company and other taxpaying operators in the charter and sight- 
seeing business. 

There is no question that I and my fellow independents have been 
and are being hurt. We are the victims of the extravagant expendi- 
tures for advertising and sales representatives on the mass transit 
payroll, seeking my customers with ammunition of important rate 
reductions and excessive commissions as sales features. In_ this 
manner, I have lost $10,000 worth of orders already. Since my 
customers would have to pay for any office I maintained in New 
York or Chicago I can’t afford it. D. C. Transit’s sighteeing opera- 
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tions cannot afford it either, but Mr. Chalk’s transit riders appar- 
ently can, or at least are being forced to. 

These nontransit services and proposed services will also be sub- 
sidized (1) by the transit rider, and (2) by exemption from District 
of Columbia taxes. The question which concerns me is whether the 
obvious advantages accruing to this monopoly make it possible to 
use these adavntages in these related or nonrelated fields to the detri- 
ment or ruin of others engaging in these fields. 

I know that I am now at a disadvantage in the sightseeing and 
charter business by reason of the tour rate reductions of the D. C. 
Transit. I believe I have legitimate reason to worry about the future. 
D. C. Transit has already applied to operate to the north of Wash- 
ington. When will it apply to compete with my operation to Patux- 
ent? One thing is sure: When it does it will use its transit monopoly 
resources and tax exemption to make its fares so low or its services 
so inexpensive that I will not be able to compete. Certainly it is 
plain to see that the future for me holds: (1) no charter bus busi- 
ness—it is being raided by and ultimately will be taken over by D. C. 
Transit; (2) no sightseeing or tour business—it will be taken by 
D. C. Transit: and (3) the possibility that D. C. Transit will run 
me off of the Patuxent Line. 

I hope that the Congress will be able to take ste ps to prevent D. C. 
Transit from extending its transit monopoly into a monopoly of 
the charter and sightseeing business in and around Washington. I 
firmly believe that unless relief is forthcoming, that will happen. 

The Cnairman. With the permission of the committee, we will ask 
you to stand aside and we will interrogate you after we have heard 
from Mr. McLaughlin—if the members desire to interrogate you 
further. Will that be convenient to you? 

Mr. Arwoop. Yes, sir. 

The CHatrMan. Fine, thank you. 

Mr. McLaughlin. 


TESTIMONY OF ROBERT E. McLAUGHLIN, PRESIDENT OF THE 
BOARD OF COMMISSIONERS OF THE DISTRICT OF COLUMBIA; 
ACCOMPANIED BY GEORGE E. C. HAYES, COMMISSIONER, PUBLIC 
UTILITIES COMMISSION; J. WILLIAM FALK, CHIEF ACCOUNTANT, 
PUBLIC UTILITIES COMMISSION; CHESTER GRAY, CORPORATION 
COUNSEL, DISTRICT OF COLUMBIA; LLOYD HARRISON, SPECIAL 
ASSISTANT TO THE CORPORATION COUNSEL, DISTRICT OF COLUM- 
BIA; AND COMMISSIONER HAROLD G. KERTZ, PUBLIC UTILITIES 
COMMISSION OF THE DISTRICT OF COLUMBIA 


Mr. McLaveuury. Thank you, Mr. Chairman. 

The Cuarman. Mr. McLaughlin, identify yourself for the record, 
please ¢ 

Mr. McLavenun. My name is Robert E. McLaughlin, I am presi- 
dent of the Board of Commissioners of the District of Columbia. 

Mr. Chairman, we had a telephone call from the general counsel 
of this committee, and invited him up to sit down and talk with the 
Board of Commissioners and the members of the Public Utilities 
Commission concerning this general problem. 
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We had a conference with Mr. MacIntyre, and we asked the Cor- 
poration Counsel of the District of Columbia to give us a legal opin- 
ion, which I should like very much at this time, inasmuch as it starts 
with that conference, to read to the committee. This is dated May 
6, 1958: 


To: The Commissioners, D. C. 

In re: Letter from Chairman Wright Patman of the Select Committee on Small 
Business of April 23, 1958, making inquiry about special charter or sight- 
seeing business conducted by D. C. Transit System, Inc. (CCO: 785.8, D.C. 
Transit System, Inc.) 

Report: The Commissioners have requested an opinion from this office on 
the matters raised in a letter from Chairman Wright Patman, of the Select 
Committee on Small Business of the House of Representatives, addressed to 
the President of the Board of Commissioners under the date of April 23, 1958, 
and the specific questions numbered 1 and 2 set forth in that letter. 


Would the chairman wish that letter to be placed in the record at 
this point ? 

The CHamman. Yes. Without objection, the letter will be inserted 
in the proceedings, and your answer thereto. 

(The letters referred to are as follows:) 


APRIL 23, 1958. 
Hon. Rospert E. MCLAUGHLIN, 
Commissioner, District of Columbia, 
Washington, D.C. 

DEAR COMMISSIONER MCLAUGHLIN: This is in further reference to the discus- 
sions that Everette MacIntyre, general counsel of the House Small Business 
Committee, has had with you and other members of the Board of Commissioners 
and the Public Utilities Commission of the District of Columbia, regarding 
alleged undue advantages and privileges enjoyed by the D. C. Transit Co. in 
the conduct of a special charter and sightseeing business. 

You will recall that at the conclusion of the conference Mr. MacIntyre had 
with you and other members of the Board of Commissioners and the Public 
Utilities Commission on Monday afternoon, April 21, 1958, he made two inquiries 
orally. He has reported to me that you and Colonel Welling stated that, if 
those inquiries should be made in writing, they would be answered in writing 
promptly. 

It is the purpose of this letter to transmit in writing the inquiries which were 
made by Mr. MacIntyre, orally. They are: 

1. Is is the position of the Board of Commissioners and the Public Utilities 
Commission of the District of Columbia that any special charter or sightseeing 
business conducted by the D. C. Transit Co., pursuant to section 6 of Public 
Law 757 (S4th Cong.), is subject to tax and all other laws, rules, and regulations 
applicable to special charter or sightseeing businesses carried on by other con- 
cerns in the District of Columbia? 

2. If the answer to inquiry (1) should be in the affirmative, then will you 
please advise whether the Board of Commissioners and the Public Utilities Com- 
mission of the District of Columbia will move without delay to promulgate, 
establish, and put into effect rules and regulations which would apply to the 
special charter and sightseeing business? Moreover, if such rules and regu- 
lations should be made, could they be expected effectively to permit separate 
treatment of the special charter and sightseeing business of the D. C. Transit 
Co. from that part of its business devoted to mass transportation of passengers 
on fixed schedules over fixed routes? That is, would they be treated sepa- 
rately so as to permit subjecting the special charter and sightseeing business 
to special rules and regulations, and at the same time preclude such business 
from receiving any benefit, privilege, or resource properly attributable to tie 
business of the I). C. Transit Co. in transporting passengers on fixed schedules 
over fixed routes? 

May we have your response to these inquiries at your earliest convenience? 

Sincerely yours, 
WriGnuht PATMAN, Chairman. 
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Mr. McLaveutrn. Thank you, sir. 


These questions were brought to the attention of the members of the Board of 
Commissioners and the members of the Public Utilities Commission by Mr. 
Everette MacIntyre at a conference held in the office of Mr. McLaughlin on 
April 21,1958. At that conference Mr. MacIntyre advised that some research on 
the questions posed by him indicated a conclusion that Congress did not intend 
by section 8 of Public Law 757, 84th Congress (70 Stat. 598), to exempt D. C. 
Transit System from payment of taxes associated with special charter and sight- 
seeing business authorized by section 6 of that act. 

Upon the conclusion of the conference with Mr. MacIntyre or April 21, 1958, 
a member of this Office 


that is, the ¢ ‘orporation Counsel’s Office 


made a tentative study of Public Law 757, generally referred to as the Franchise 
Act, to find support for the position that Congress intended that special charter 
and sightseeing services of D. C. Transit System, Inc., authorized by section 6 
should be subjected to the payment of all taxes and license fees appropriate for 
such operations. Consideration was given to certain grounds that would sup- 
port such a conclusion, which are summarized as follows: 

1. Public Law 389, 84th Congress, expressed a legislative 


I might say parenthetically, that is the statute that divested the old 
Capital Transit Co. of its franchise 


, 


declaration that “mass transportation of persons for hire” in the District of 
Columbia is clothed with a public interest and is essential to the proper func- 
tioning of the Government of the United States and the District of Columbia. 
There is no such declaration that “special charter or sightseeing services” are 
clothed with the public interest and are essential to the proper functioning of 
government. 

2. Public Law 757, 84th Congress (70 Stat. 598), generally referred to as the 
Franchise Act, granted to D. C. Transit System “a franchise to operate a mass 
transportation system.” It did not grant a franchise to engage in charter or 
sightseeing business, but merely “authorized and empowered” D. C. Transit Sys- 
tem, Inc., to engage in that type of business. The franchise to engage in mass 
transportation is granted for a term of 20 years. There is no limit to the author- 
ity to engage in charter and sightseeing business. 

3. Section 3 of the Franchise Act protects mass transportation from competi- 
tion except upon the issuance of a certificate of public necessity. No such pro 
tection is afforded to the authority to engage in charter and sightseeing business 
authorized under section 6. 

4. If Congress intended that the franchise to engage in mass transportation 
service included the operation of special charter and sightseeing business, section 
6 was unnecessary. Section 6 requires that special charter or sightseeing service 
shall be subject to all applicable laws, which would include all taxing and licens- 
ing statutes. 

5. D. C. Transit System is engaging in charter and sightseeing services to a 
greater extent than did its predecessor, and Congress did not intend to permit 
D.C. Transit System to extend charter and sightseeing operations beyond the level 
of its predecessor by a tax-free advantage over its competitors. 


Mr. Chairman, it may not be quite clear, but those five points were 
the basis upon which the Corporation Counsel attempted to establish 
in his study, as he progressed, the possibility that it was intended this 
tax be paid, you see. 

Section 6 of the Franchise Act is found in part 1 of title I, which is captioned 
“Franchise Provisions.” Section 201 (a) of title II provides that part 1 of title 
I shall take effect on August 15, 1956, when D. C. Transit System had acquired 
the assets of Capital Transit Co. It will be noted that all of part 1 takes effect 
at that time. That means that the exemptions from taxes set forth in section 
8 would take effect on the date D. C. Transit acquired the assets of its predecessor 
company. Nowhere in the exemptions provided in section 8 are there found 
any conditions or qualifications indicating that the exemption would apply to 
only a portion of D. C. Transit System. 

There is an exception in section 9 (a) as to the time when the exemptions from 
motor-fuel taxes shall take effect. There is also a condition attached to, and a 
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limitation of time of, the possible exemption of real-estate taxes found in section 
9 (g) (1) and (2). These specific limitations and designations of time limits 
indicate that Congress expressed the qualifications and conditions of the fran- 
chise provisions that it intended. This would seem to indicate that if Congress 
had intended to make an exception to, or put a qualification upon, the special 
charter and sightseeing services authorized by section 6, it would have done so. 

A question has been raised whether section 6 actually grants a franchise to 
engage in special charter and sightseeing services. It has been pointed out that 
no other transportation company holds a franchise to engage in special charter 
or sightseeing service, and that Congress was aware of this fact when section 6 
was enacted. It is not important to the application of section 8 of the act to 
determine whether, as a matter of law, section 6 does or does not grant a fran- 
chise. The purpose of a franchise is to extend a privilege which carries with it 
certain obligations and duties and certain rights and privileges. One of the 
rights extended by the franchise to D. C. Transit to engage in mass transportation 
was the right to engage, also, in special charter or sightseeing services. 

The principal obligation of the franchise to D. C. Transit is to engage in mass 
transportation. As the Commissioners are well aware, the franchise of Capital 
Transit Co. had been revoked by Public Law 389, 84th Congress, effective August 
15, 1956, and it was essential that some form of mass transportation be rend- 
ered to the public in the District of Columbia. It is a generally recognized fact 
that in recent years the transit industry has been on an economic decline. In 
Varket Street Railway Company v. Railroad Commission (324 U. 8S. 548, at 
p. 554), Mr. Justice Jackson, speaking for the unanimous Court, said the 
company involved was an ailing unit “of a generally sick industry.” In recom- 
mending to Congress the Franchise Act for D. C. Transit System, the Com- 
missioners were aware of the financial plight of many of the railway and bus 
systems, and, as an inducement to obtain mass transit in the District of Co- 
lumbia, they recommended exemption from certain taxes. 

Section 8 of the Franchise Act granted unconditional exemptionss from the 
imposition of certain taxes. Section 9 granted a conditional exemption from 
motor-fuel taxes based on earnings. Both sections 8 and 9 are found in Part 
1: Franchise Provisions. 

Both sections granted the exemptions to the corporation (D. C. Transit Sys- 
tem, Inc.). The exemptions were not limited to the operations in mass trans- 
portation service. When Congress provided in sections 8 and 9 for tax exemp- 
tions, it was aware of the authority it had given to the corporation in section 
6 to engage in special charter and sightseeing services. The Commissioners are 
also aware that the conferees who drafted Public Law 757 were advised that 
the predecessor company to D. C. Transit System engaged in special charter 
and sighteeing service. It was understood by the conferees considering the 
legislation and their advisers that D. C. Transit System would have the same 
authority to engage in special charter and sightseeing services as did its prede- 
cessor. If Congress had intended that despite the exemption provisions of 
section 8, D. C. Transit System should pay taxes associated with special charter 
and sightseeing services, it undoubtedly would have stated so in clear language. 

It has been suggested that D. C. Transit System is engaged in charter and 
sightseeing service by buses to a greater extent than was its predecessor and 
that Congress could not have intended to give D. C. Transit System the tax- 
free advantage to compete with others engaged in such business, and certainly 
not to the extent in which it is now engaged. The language of the exemption 
of taxes in section 8 is clear and unequivocal. It is my opinion— 


that is the Corporation Counsel speaking— 


certainly that Congress intended by section 8 to exempt from the taxes there 
stated the same kind of transportation services that D. C. Transit’s predecessor 
performed. It is my opinion therefore that merely because D. C. Transit is 
engaged in a greater amount of charter and sightseeing service with buses than 
Was its predecessor is not a reason for imposing taxes on that part of the 
charter and sightseeing service which is in excess of the quantities of service 
rendered by its predecessor. The exemption from taxes applies completely to 
that type of service or not at all. 

The Board of Commissioners on January 17, 1957, approved an opinion of 
this office bearing that date holding that the special type of service rendered 
by D. C. Transit System, Inc., with limousines was not exempt from the excise 
tax imposed upon titles of motor vehicles under section 40-603 (j) (4) of the 
District of Columbia Code. That opinion distinguished limousine type of service 
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from mass transportation protected from competition. That opinion does not 
conflict with the views hereinabove expressed. 

From the foregoing, it is my opinion that the exemption from taxes provided 
in section 8 of the franchise act of D. C. Transit System, Inc., applies to the 
special charter or sightseeing services rendered by buses. 

It is signed by Chester H. Gray, Corporation Counsel, District of 
Columbia. 

Mr. Chairman, I thought it very important that all the members of 
the committee hear this very recent opinion, dated May 6, 1958, ren- 
dered by the Corporation Counsel. 

And the Corporation Counsel is here in the room if anyone wishes 
to question sean rond the questioning of me. 

I believe, also, the Chairman of the Public Utilities Commission is 
present. 

I must say that in the time that I have been in the District Building, 
I have been particularly impressed with the assiduous endeavors of 
all of our tax department in collecting taxes that are due the govern- 
ment of the District of Columbia, and I do not feel that anyone is 
inclined to let anyone get by with evasion of taxes that the Corpora- 
tion Counsel feels, upon his interpretation of the statutes passed by 
the Congress are owed to the District government. 

I sat in on all, I believe all, of the executive sessions of the confer- 
ence in — ing and drafting, actually, the bill which was later 
Public Law 757, and I should not think it would be proper for me to 
testify concerning activities of the conference in executive session. 

But I am aware of the fact that the members of the drafting group 
realized that there was discrimination present in this provision, and 
the Special Assistant Corporation Counsel who serves as Counsel for 
the Public Utilities Commission, Mr. Harrison, is present. 

I am sure he will testify that he was asked the question of whether 
these provisions would be lawful or whether they would not be un 
lawful as being discriminatory—that is, the provision of section 6 
and Mr. Harrison at that time said that the y were discriminatory, 
but he thought they were lawfully discriminatory. 

The Cuamman. Mr. MacIntyre would like to ask you some ques 
tions, if you are finished with your statement. 

Have you concluded 7 

Mr. Mca GHLIN. ] believe I shoul ld submit to questions, Mr. 
Chairman. 

Mr. Maclin TYRE. (Commissioner Mc ‘Laughlin, you have read, of 
course, the op! n ion of the Corporation Counsel, and you were very 
careful in the reading of that to state that it was the opinion of the 
i; Orpol ration Counsel. 

But in terms of your reading of that to the chairman of this com 
— did you and the Board of Commissioners also make that your 
sition ? 

eae McLaveutry. Yes; we did, Mr. MacIntyre. 

We had further discussions with the Corporation Counsel and 
adopted this. 

We do not formally approve the opinion of the Corporation Counsel. 
His opinion is the opinion of the Corporation Counsel, but we, upon 
discussing the matter with him at length, adopted this as the position 
of the Board of Commissioners, and I believe the Publie Utilities 
Commission is also in agreement. 
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Mr. MacIntyre. You adopted that as of what date? 

Mr. McLaveuutn. It was the date of the opinion, I believe. It was 
the date it was handed tous. It was May 6. 

Mr. MacIntyre. So that became the position of the Board of Com- 
missioners of the District of Columbia, May 6, 1958 ? 

Mr. McLaveniin. On those questions submitted, yes. 

Mr. MacInryre. You have heard, since you have been in the room, 
here, this afternoon, the testimony of some of the representatives of the 
small sightseeing operators. 

Have you received complaints in your office from other representa- 
tives about the same problem ? 

Mr. McLaveuiin. Well, we have had complaints, Mr. MacIntyre, 
for some time. 

I might say, myself, that I feel there is certainly ae 
here. We have recognized that all the time. But we have had : 
statute to administer. 

You see—may I suggest this: 

Under Public Law 757, there was the appropriate finding and 
certification made by the Public Utilities Commission, November 27, 
1957, on the taxes that were due the District government, as I say, 
by the Public Utilities Commission 

Mr. MacInryre. You are fully conversant with the findings that 
were made in that particular proceeding ? 

Mr. McLaveurin. Well, I went over it very carefully at that time, 
and I have a copy here of their findings and certific ation. 

At that time, we did not have to actually approve these, but we 
passed them on with our acquiescence to the tax department of the 
District government. 

And this showed, this certification showed, an amount owed in con- 
nection with the limousine service, which is conducted by the D. C. 
Transit System, of $703.74, in connection with the purchases of motor 
fuel for that proceeding period ending August 31, 1957. 

So, we had made certain determinations on the basis of the 
legislation. 

Mr. MacInryre. I did not catch the amount that you read. 

Mr. McLavueuir. The amount is in connection only with the 
limousine service: $703.74. 

Mr. MacInryre. Wasn't that made in connection with the findings 
that there had been a loss - 

Mr. McLavenwuin. Yes; that is true. 

Mr. MacInryre. What was the amount of that loss / 

Mr. McLavGuirn. A loss of $256— 


Well. it is not a loss. It is less than the allowable return of 61, 
percent, based on the rate base that was adopted and approved by the 
Publie Utilities Commission under the act. And the amount was less 


than that allowed by $256,845. 

Mr. MaciNTYE rE. On page 8 of that opinion, very near the bottom 
ol it, you have a statement of that partie ular adjus tment. 

Mr. McLaveuuiw. You mean, in connection with the limousine 
service, itself 7 

Mr. MacInryre. Yes, sir. 

Mr. McLavenur. Mr. Chairman, if there is to be a discussion of 
the technical portions of this PUC report of about 12 pages, would 
you call either the accountant or 
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The CyHarmman. You may call them around to your side if you 
desire, sir. 

Mr. McLaveutr. Thank you. 

Mr. Falk, J. William Falk, chief accountant; and Mr. Hayes, 
Chairman of the Public Utilities Commission. 

The Cuatrman. Identify yourselves s for the record, please. 

Mr. Hayes. My name is George E. C. Hayes. 

I am Chairman of the Public U tilities C ommission. 

Mr. Fark. My name is J. W. Falk. 

I am chief accountant of the Public Utilities Commission. 

The Cuarrman. All right. Thank you very much. 

Mr. McLaventin. Could that question be repeated, please ¢ 

Mr. McInryre. I called your attention, Mr. Commissioner, to a 
statement appearing near the bottom of page & of the findings and 
certification on PUC No, 3592, November 27, 1957, to which you made 
reference. 

I have called your attention ap pear ing near the bottom of page 8 of 
those findings. It reads this way 

Adjustment No, 1 excludes from the net operating income a net 
loss ine i ~ «1 in the rendering of limousine rental service in the amount 
of $7 

The ae for this adjustment has been referred to previously and 
will not be repeated here. 

What I wanted to do was to ask a question or two about the basis 
that was used for that exclusion. 

The CHatrman. To whom should those questions be directed, Mr. 
McLaughlin ? 

Mr. McLavueuutn. I believe Mr. Falk could answer them most 
directly. 

Mr. MacInryre. Mr. Falk, referring again to that item that I have 
just read, was the basis for that exclusion a determiantion by the PUC 
that the D. C. Transit Co. had operated its limousine service one time 
there at a losst of $78.439 ? 

Mr. Faux. Yes, sir; that was the net loss from their limousine 
rental service. 

Mr. Maciwnryre. In what period of time? 

Mr. Fark. For the 12 months ended August 31, 1957. 

But they had not been in the limousine rental service for the full 
12-month period. The limousines were acquired around the first of 
the year, January or February. 

Mr. MacIntyre. Now, referring to the schedule 1, on sheet 1. of 2 
sheets, near the end of the findings and certification, can anyone, by 
looking at that sheet, determine how much the loss was on the sight- 
seeing and charter service, aside from and in addition to the limousine 
service ? 

Mr. Fatx. No, si 

Mr. MacIntyre. Can you inform the committee approximately 
what that loss was in that period of time ? 

Mr. Fatx. Well, I made a compilation for my own information, as 
to what I thought the results of their charter and sightseeing g opera- 
tion might be. It was not prepared with the refinement that it prob- 
ably should be prepared with if we were going into a rate proceeding 
in which this would be involved, and I antic ipate that the sichtseei ‘ing 
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and charter operation will be an element for consideration in the com- 
ing rate proceeding. 

Mr. MacIntyre. What had you determined, as the chief account- 
ant, that loss to be? 

Mr. Fark. I made a determination for that same 12-month period, 
12 months ended August 31, 1957. 

Mr. MacIntyre. What was the loss? 

Mr. Farx. And it showed a loss of $111,474 on the basis of my 
calculations. 

Mr. MacInryre. $111,474 in the 12 months ended August 1957 ? 

Mr. Fax. That is correct; yes, sir. ’ 

Mr. MacIntyre. And that is on the sightseeing and charter busi- 
ness, exclusive of the limousine rental service ? 

Mr. Fax. That is correct; yes, sir. 

Mr. MacInryre. So the loss on the 2 services would approximate 
$200,000; would it not, for that period ? 

Mr. Fax. That is correct. 

It should be pointed out, however, that the loss of approximately 
$200,000 is before giving any effect to income tax—in other words, 
the loss on charter and sightseeing operations would result in a savings 
in their income taxes on their total operations. And I think in fair- 
ness, the charter and sightseeing operations should be given the bene- 
fit of that saving. 

So the net loss, after taking into account the effect of income taxes, 
would be approximately $87,000. 

Mr. MacInryre. After taking into account the application of the 
tax loss ¢ 

Mr. Fax. Yes, sir. 

Mr. Macinryre. But the actual loss was almost $200,000 ? 

Mr. Fark. On the basis of my calculations; yes, sir. 

Mr. MacIntyre. Now, turning to page 3 of these findings and cer- 
tifications in PUC No. 3592, there it was found that after deducting 
interest of approximately $409,000— 

This is talking about the D. C. vanaid System as a whole, isn’t it? 

Mr. Faux. Yes,sir. 

Mr. MacInryre. This would provide a return of 251 percent on the 
original investment of $500,000, and—— 

Mr. Fax (interrupting). That is on the system as a whole. 

That is correct, provided they were allowed to earn 614 percent on 
gross operating revenues of $25 million. That is the calculation that 
is set forth there. 

Mr. MacIntyre. So, if they had rates on the streetcar and bus pas- 
sengers that would provide them 614 percent on the $25 million rate 
base, they would make 251 percent on the original investment of 
$500,000 ¢ 

Mr. Faux. Yes, sir. 

Mr. MacInryre. And that is despite the fact that there was a loss, 
actual loss, of almost $200,000 in the sightseeing and charter services 
last year ¢ 

Mr. Faux. Well, of course, this would be the return they would be 
entitled to after all operating expenses and taxes, which would reflect 
that loss. 

Mr. MacIntyre. But as I stated, it would add up to just what I said, 
would it not? 








22 SIGHTSEEING BUSINESSES IN THE DISTRICT OF COLUMBIA 


Mr. Farix. Yes, sir. 

Mr. MacIntyre. And if no part of the charter, sightseeing, or lim- 
ousine rental services or businesses of the D. C. Transit Co., had been 
accorded tax benefits such as have been extended to the system as a 
whole, what would the District of Columbia have saved for the tax- 
payers last year ? 

Mr. Faux. If the limousines and charter operations had been sub- 
jected to taxes the same as 

Mr. MacInryre (interrupting). Full taxes, as any other independ- 
ent operator of sightseeing services ? 

Mr. Faux. I have not made that calculation myself, Mr. MacIntyre, 
but I think someone in the PUC office did come up with an estimate 
of approximately $12,000. 

Mr. MacInryre. That is on what type of tax? 

Mr. Fa.k. Well, that would be the bus mileage tax of 1 cent per mile. 

Mr. MacInryre. W hi it about fuel tax ? 

Mr. Fax. Yes, sir; it took into consideration the fuel tax. 

I do not know if I alata that report along. 

That was, the vehic le mileage tax would be $2,049; the motor ve- 
hicle fuel tax would be $9,999: and the title issuance fees of $500, 
for a total of $12,748. 

Mr. MacInryre. What about excise taxes on the vehicles / 

Mr. Fax. I think the $500 is supposed to represent the excise tax 
on the equipment that is used for sightseeing and charter operations. 

Mr. MacInryre. That is sort of a license tax per vehicle, isn’t it? 

Mr. Faix. It is the excise tax that they pay on the purchase of the 
buses. 

But the buses are not used exclusively for charter and sightseeing. 
They are used both for charter and sightseeing and for regular route 
operations. 

So. it would bea question, probabh of allocating a part ot the cost. 

Mr. MacInryre. Has that been allocated / 

Mr. Fark. No, sir: they paid excise tax on the limousines. That, 
according to the ruling by the Corporation Counsel, is the only excise 
tax which they are liable for under the franchise. 

That is my understanding. 

Mr. MacInryre. They have not paid the excise tax on the vehicles 
that they are using in the sightseeing and charter services / 

Mr. Fark. They have not purchased any equipment since the pas- 
sage of Public Law No. 757, except 10 used buses from the Greyhound 
Bus Corp.; and it is my 1 understanding they did not pay the excise tax 
on those 10 buses. 

Mr. MacIntyre. So those 10, and any other buses that the D. C. 
Transit is using for the sightseeing and charter business that it con- 
ducts, it is not paving any excise taxes on ? 





Mr. Fax. Unless the predecessor company paid excise taxes when 
they originally acquired the equipment, which was taken over by D. C. 
Transit. 

But D. C. Transit itself has not acquired any new equipment on 
which they would have to pay the excise tax, except those 10 used 
buses. 

Mr. MacIntyre. How is the allocation made on the fuel tax that is 
attributed to the sightseeing charter services, which you totaled up 
as being something like $9,000 ? 
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That is, which was forgiven, of course. 

Mr. Faux. I did not make that study. It was probably an alloca- 
tion on a mileage basis, but I cannot say that for sure. 

Mr. MacInryre. Would you undertake to determine that and sub- 
mit a detailed statement to the committee for inclusion in the record 
of these hearings, showing how that was determined, and all of the 
figures relating to it ¢ 

Mr. Fak. Yes, sir. 

(The statement referred to is as follows :) 


PuBLIC UTILITIES COM MISSION OF THE DISTRICT OF COLUMBIA, 
Washington, D. C., May 13, 1958. 
Mr. EVERETTE MACINTYRE, 
General Counsel, Select Committee on Small Business, 
House of Representatives, Washington, D.C 

DreaR Mr. MacIntyre: As requested by you at the hearing on May 12, 1958, 
with respect to the charter and sightseeing operations of D. C. Transit System, 
Inc., lL am forwarding the following information for the record. 

(a) Information was requested as to the basis for the estimate of $9,299 for 
motor vehicle fuel taxes on charter and sightseeing operations included in the 
total estimated tax liability of $12,478 on said operations for which the company 
would have been liable except for the provisions of sections 8 and 9 of Public 
Law No, 757. 

The estimate of $9,299 was determined by 2 different methods to give consid- 
eration to the fact that better mileage per gallon of gasoline should be realized 
in Government contract service than is the case in regular charter and sightseeing 
service by reason of shorter layover periods. 

For charter and sightseeing service exclusive of Government contract service, 
the liablity for motor vehicle fuel taxes was estimated at $6,288, based on 322,467 
miles operated in this class of service during 1957, at 1.95 cents per mile for motor 
fuel taxes. This factor of 1.95 cents per mile was used in a 1955 rate proceeding 
for Capital Transit Co., and since there has been no change in the tax rate since 
that time it was considered appropriate for use for purposes of this estimate. 

For Government contract service, the liability for motor vehicle fuel taxes was 
estimated as $3,011, determined on a vehicle-hour basis. The estimated liability 
for motor fuel taxes on all operations, excluding limousine rental service, for the 
12 months ended August 31, 1957, for which the company would have been liable, 
except for the provisions of section 9 of the franchise, was determined as $375,631, 
as set forth in the Commission's certification and findings dated November 27, 
1957, in PUC No, 3592. The total number of vehicle-hours, exclusive of limousine 
service, for the same period was 2,021,870 hours, or an average of 18.58 cents per 
vehicle-hour. The number of vehicle-hours for Government contract operations 
for the vear 1957 was 16,203 hours, which at 18.58 cents per hour results in the 
estimate of $3,011 for motor vehicle fuel taxes applicable to Government contract 
service 

It will be noted from the above that the estimate of $9,299 excluded any lia- 
bility for motor vehicle fuel taxes on limousine service. This class of service was 
excluded by reason of the fact that the company was required to pay $703.74 for 
motor vehicle fuel taxes on limousine rental service for the 12 months ended 
August $1, 1957, as set forth in the tax determination in PUC No, 3592 previously 
referred to, and it is anticipated they will be required to do so in the future. 

(b) D.C. Transit System, Inc., paid $1,117.68 for motor fuel taxes to the State 
of Virginia during the year 1957 to cover estimated motor fuel taxes related to 
mileage operated in Virginia. Since the company has no regularly scheduled 
route operations in Virginia, this entire tax would be related to charter and sight- 
seeing operations. The tax is based on the estimated number of gallons of gaso- 
line used in the Virginia operations, even though the gasoline was purchased 
within the District of Columbia. 

(c) Public Law No. 757 grants exemption from motor fuel taxes on purchases 
within the District of Columbia only. If gasoline is purchased in another juris- 
diction, which might be the case for a charter trip extending some distance beyond 
the boundaries of Washington, D. C., the gasoline tax applicable for that particu- 
lar jurisdiction would be paid and reported as a part of the cost of gasoline in the 
company records. 
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I trust the foregoing gives you the desired information. If I can be of further 

assistance, please do not hesitate to call upon me. 
Very truly yours, 
J. W. Fark, Chief Accountant. 

Mr. MacInryre. I would like to ask this question, if I may, Com- 
missioner McLaughlin, of Commissioner Hayes, of the PUC. 

A part of the basis for the opinion that you have heard read here 
is the old Capital Transit Co. case; isn’t it ? 

Mr. Hayes. I do not know that I quite get your question. 

Mr. MacInvryre. You have heard the opinion of the Corporation 
Counsel read by Commissioner McLaughlin ? 

Mr. Hayes. Yes. 

Mr. MacIntyre. And in which it was expressed—the thought that 
the sightseeing services of the D. C. Transit Co. is not subject to 
tax’ 

Mr. Hayes. Yes. 

Mr. MacInryre. Isn’t part of the basis for that opinion the old 
Capital Transit Co. case ¢ 

Mr. Hayes. Do you mean, sir, the case which held that where it 
was used as an incidental of the mass transportation, then it was 
a usable service? 

Mr. MacIntyre. Yes. 

Mr. Hayes. I take it that was in their mind. 

You asked me about what somebody else decided from, but I pre- 
sume they had that case before them. 

Mr. MacInryre. Well, I will ask Commissioner McLaughlin. 

You adopted this opinion. Didn’t you adopt it on the basis of 
your understanding that it was on the old Capital Transit Co, case ? 

Mr. McLavenuin. Well, there was discussion of that, Mr. Mac- 
Intyre. 

Actually, I believe what we considered logic of the Corporation 
Counsel in finding no exception, let’s say, from the exemptions of 
sections 8 and 9, is what caused all of us to go along with the Corp- 
oration Counsel in this. 

We felt it is a matter of statutory interpretation, and that had 
there been an exemption intended, it would have been stated in 
clear language. 

Mr. MacInryrer. Well, in expressing this opinion and adopting 
it as you have for the Board of Commissioners, would you say now 
that it is your opinion that Congress intended for the D. C. Transit 
Co. to operate its charter service, even from the District of Columbia 
to Cleveland, Ohio, with still no gas tax on that charter operation, if 
it is simply a charter service 4 

Mr. McLavenuin. Well, I have never thought of such an inter 
state operation, but I would say that the mtent of Congress in pass 
ing this statute was pretty vague in many respects. 

I do not, frankly, believe that the framers of the legislation them- 
selves conceived of this business, this sightseeing business, as some 
thing that would grow and grow, or be expanded to anything like 
the extent to which it has been expanded. 

But I do believe that the framers, the drafters of this legislation, 
intended the corporation, the sightseeing service, as an incidental 
of the business, as conducted with the buses of the company, to be 
treated the same as the mass transportat ion of the company. 
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Mr. MacIntyre. But as you see it, the type of operation that I have 
just suggested in that question would not be excluded from 

Mr. McLavenuin. I believe that is true. 

Mr. MacIntyre. In other words, that would be tax free, as far 
as the District of Columbia is concerned, even if the buses purchased 
in the District all of the gas that was necessary for making the trip 
and return. 

Is that correct ? 

Mr. McLauGuiin. So far as I can see at this time, Mr. MacIntyre. 

Mr. MacInryre. They would not pay any tax to any State, or the 
District of Columbia, on that gasoline / 

Mr. McLavenuin. Well, of course, in accordance with the statute— 
that is, to the extent that fuel tax is exempt—I mean, until they have 
reached their 61 2 pere ent of income. 

Mr. Mac Inryr gE. But that has not been done since July 24, 1956; 
has it? 

Mr. MacLaveuuin. No; it has not been. 

Mr. MacIntyre. So, you have collected no tax. 

Mr. McLaveuuin. That is true. 

Mr. MacInryre. You gave us a figure, Mr. Falk, of $9,000 that 
District of Columbia has lost in gas taxes by.this tax exemption. 

Mr. Favx. On charter operations; yes, sir. 

Mr. MacInryre. But you explained that was based on a mileage 
run in the District of Columbia. 

Is that correct ? 

Mr. Faux. I said I was not sure how that was determined, and you 
asked me to furnish that information for the record. 

Mr. MacIntyre. Yes. 

But let us assume that is on mileage within the District of Colum- 
bia. 

Then if a bus fills up with gasoline in the District of Columbia, with 
tax free gas, and drives to Luray Caverns on a charter run and 
returns, about 95 percent of the mileage in the use of that gas would 
not be included for the purposes of figuring your $9,000 figure; would 
it 

Mr. Faux. I believe the State of Virginia requires that you pay 
gasoline tax on the mileage basis. But the gas would be purchased in 
the District of Columbia, on which there would be exemption, but I 
believe the company would still have to pay Virginia gasoline tax on 
some basis for the mileage in the State of Virginia. 

Mr. Roosrverr. Would the gentleman yield ? 

So is can understand it correctly, you mean even if they did not buy 
any gas in Virginia, Virginia would still tax them for the gas that 
was not bought there / 

Mr. Fatx. That is my understanding, based on mileage that is 
operated in Virginia. 

Mr. MacInryre. When you submit the figures to the committee, 
will you ascertain what those facts are about the Virginia taxes and 
state that as part of your answer ¢ 

Mr. Faux. Yes; 1 will. 

Mr. MacInryre. I believe there is some confusion here about the 
application of the State law in that regard. 

Mr. McLaveutin. We were so advised, Mr. MacIntyre, sometime 
back. 
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I think that applies both to bus companies and to trucking com- 
panies; that is, as related to their use of the highways of the State 
and as related to their mileage, they have to make payments to Virginia 
and Maryland. 

Mr. MaciInryre. You bring up a very interesting point. 

We were talking a few minutes ago about your other complaints, 
and you had one from the District of Columbia Trucking Association 
in February 8, 1957. 

Do you rec all that? 

Mr. McLaveutuiyn. Yes. 

Mr. MacIntyre. About this problem that we have been discussing. 

Mr. McLavenuin. Yes. 

Mr. MacInryre. I have a copy of that here, Mr. Chairman, and I 
would like to ask that it be inserted in the record. 

The CuarrmMan. Without objection, it will be inserted in the record. 

(The complaint referred to is as follows:) 


DISTRICT OF COLUMBIA TRUCKING ASSOCIATION, INC., 
Washington, D. C., February 8, 1957. 
Mr. Rosert E. McLAUGHLIN, 
President, District of Columbia Board of Commissioners, 
District Building, Washington, D.C. 

DEAR COMMISSIONER MCLAUGHLIN: Our association consists of 200 members 
who operate some 12,000 property-carrying vehicles in, into, through, and out 
of the District of Columbia. These fleets are owned by private carriers, such as 
the dairies and oil companies, as well as for-hire carriers. The members of our 
association are gravely concerned about potential beneficial tax treatment which 
might be accorded D. C. Transit Co. in competing lines of endeavor. D. C. 
Transit Co. is promising all kinds of competing future endeavors; such as parcel 
delivery, other for-hire trucking and truck leasing, etc. In the doing of such 
work, our members must pay full taxes while D. C. Transit is alleging a tax 
advantage which will make their competition with us most unfair. Such was 
certainly not the intent of Congress. 

We have conducted a thorough study of Public Law 757, 84th Congress, chapter 
669, 2d session, S. 3073, entitled “An act to grant a franchise to D. C. Transit 
System, Inc., and for other purposes.” In our study and discussions, we reached 
the obvious conclusion that the aforementioned act was passed solely to permit 
D. C. Transit to engage in the business of mass transportation of passengers 
in and around the District of Columbia and to aid that company in providing 
such service profitably. We are in accord with the spirit of the act, as we 
sincerely agree that an efficient mass transit system is beneficial to the healthy 
economy desired in the Nation’s Capital; but we hereby wish to state that, in 
our opinion, the act did not intend and does not permit any inequitable or 
beneficial tax benefits to D. C. Transit in any lines of endeavor other than mass 
transportation of passengers. These matters were discussed at several meetings 
of the board of directors of our association and our board unanimously adopted 
the following resolution: 

“Be it resolved, That in the interest of protecting the integrity of taxpaying 
businessmen and citizens, in order to prevent inequitable tax advantages, and in 
an effort to maintain a healthy and prosperous community, the following be 
recommended to the proper officials of the District of Columbia government. 

“1, That in the operation in any field of endeavor other than mass transpor- 
tatio of passengers, the D. C. Transit Co. be subject to any and all taxes 
applicable to any other company or individual engaged in a comparable 
business. 

“2. That, at all times, it be remembered that the intention of Congress was 
only to permit and aid D. C. Transit to profitably engage in the business of 
mass transportation of passengers. 

“3. That the Public Utilities Commission take affirmative action to be certain 
that tax-exempt real and personal property, gas, vehicles, licenses, etc., be used 
only in the mass transportation of passengers. 

“4. That all revenues from and expenses of enterprise other than mass trans- 
portation of passengers be properly accounted for and excluded from com- 
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putations conducted to determine D. C. Transit’s guaranteed 6% percent profit 
before there is any income tax liability. Such revenue from other sources should 
be subject to full income-tax liability without exemption. 

“5. That the proper officials of the District of Columbia government be over 
vigilant to prevent any public utility from entering other fields of endeavor and 
operating with legal advantages or tax exemptions which are not given to all 
other individuals or companies. 

That the board of directors of the District of Columbia Trucking Associa- 
tion do hereby unanimously and enthusiastically adopt this resolution for pres- 
entation to the Board of Commissioners, and the Public Utilities Commission 
of the District of Columbia. 

“Done at Washington, this 30th day of January 1957 

Respectfully, 

Y. K. Howat, President. 

Mr. MacIntyre. It states, of course, the association represents over 
200 members, trucking members, who operate in and through the 
District of Columbia, and what is in the form of a discount to them. 

Do you recall other complaints, Commissioner McLaughlin, along 
that line? 

Mr. McLaventinx. You mean along the line of trucking complaints ? 

Mr. MacInryre. Yes; and Mr. Swan’s complaint, the one you heard 
here this afternoon. 

Mr. McLaveunry. | don’t recall any at this time that were docu- 
mented. We have had conversations in the community about it. 

Mr. MacInryre. What is your view as to the effect on the entry of 
other sightseeing operators in the D. C. Transit territory here? 

Mr. McLaventiy. Well, sir, I think that they are not likely to 
have any very strong competition from new companies, and I would 
even go so far as to say that I think this is quite monopolistic. 1 
think this situation that exists will eventually certainly drive com- 
petition out of the field. 

Mr. MacInryre. Do you think that was intended by Congress when 
it passed Public Law 757 ? 

Mr. McLavenurn. I doubt that Congress thought that. far at that 
time, Mr. MacIntyre. I think in our general understanding of the 
nature of acquiring monopolies and knowing the public sentiment 

gainst monopolies, we would assume that Congress didn’t intend to 
ote a monopoly here, but, of course, Congress was dealing with 
a monopoly, and so it would be very difficult for me to say exactly 
what Congress intended in this instance. 

I know that they were very interested in a company paying out— 
that is, a company earning an income as stated in the legislation itself 
which would attract. capital to private industry operating transit, 
and it is very difficult to decide just exactly what Congress did intend 
in this instance. 

Mr. MacIntyre. D. C. Transit has contended that Congress gave 
them by Public Law 757 a complete monopoly over the sightseeing 
business, haven't they ? 

Mr. McLavenurn. I don’t agree with that. 

Mr. MacInryre. But it has been contended by D. C. Transit that 
Congress intended to do that. 

Mr. McLaveuuin. I don’t believe that the Board of Commissioners 
feels that way. 

Mr. MacIntyre. Let us ask the Chairman of the Public Utilities 
Commission. Has it been contended so in your Board ? 











28 SIGHTSEEING BUSINESSES IN THE DISTRICT OF COLUMBIA 


Mr. Haves. No, not in that way, I don’t think, Mr. MacIntyre. I 
think they have said they are the only ones to whom a franchise had 
actually been granted. 

Mr. MacInryre. But that was in a section with a contention that 
they were the only ones authorized to operate sightseeing business 
in the District of Columbia. 

Mr. Hayes. Specifically I think the answer was “Yes,” specifically 
in the language of the charter. 

Mr. MacInryre. So, to follow through with that line of argu- 
ment, if you had given into it, it would have established the monopoly 
immediately in D. C. Transit in the sightseeing business. 

Mr. Hayes. Well, if I attribute to them what you begin by saying 
is a premise, I have to assume it would lead to that conclusion. I 
couldn’t assume it wouldn’t so lead. 

Mr. MacInryre. Commissioner McLaughlin, you stated your view 
that this was monopolistic. Is that based on the advantage that D. C. 
Transit is having in the form of tax exemptions and other benefits? 

Mr. McLaveutry. Yes, sir. 

Mr. MacIntyre. Part of that would be stemming from the fact 
that it is able to use the vast resources of the D. C. Transit System, 
wouldn’t it? 

Mr. McLaveuuiin. Yes, sir. Apparently while any allocations— 
proper allocations—in a rate case might be made and certainly would 
be made by the Public Utilities Commission, there is such a great 
difference between the volume of business done by the mass transit 
system and the sightseeing business that it probably would not affect 
rights legitimately arrived at by the computations of the ratemaking 
process on mass transit. It seems to me as though unless there is 
some sort of rather rigid regulation of the sightseeing business in 
the District of Columbia, that a monopoly would result from this 
legislation or some change in the legislation. 

Mr. MacIntyre. What is the Board of Commissioners doing in 
moving toward such regulation ? 

Mr. McLaventin. Well, at this point we received an opinion from 
the Corporation Counsel. We have before us—of course, the Public 
Utilities Commission, you see, has jurisdiction to regulate the sight- 
seeing business and they are autonomous. So it would seem to me 
that the first step to be taken would be at least a study of this ques- 
tion of whether they, carrying out the laws which they are established 
to administer, can Sdackively control this situation and prevent the 
monopoly from resulting. 

If there need be changes in legislation, I am sure that the Board 
of Commissioners would not be reluctant to get behind them because 
we haven’t got any sponsors of monopoly on the Board of Com- 
missioners. 

Mr. MacIntyre. The first step would be, of course, to set up effec- 
tive regulations and 

Mr. McLaveuuin. It seems so tome. I know that they are consid- 
ering it. I mean, giving the matter consideration in the PUC. 
However, they have some very active proceedings before the Public 
Utilities Commission down there at this time. I wouldn't want to 
speak for Mr. Hayes. 

I see Mr. Kertz here, too, a member of the Public Utilities Com- 
mission. I hadn’t spotted him when I spoke awhile ago. 





iad 


hat 


ess 


yu- 


uct 
m, 


ld 
at 
sit 
c 
1g 


in 


m 
ic 
C- 
1e 


d 


le 


d 


Ce 


SIGHTSEEING BUSINESSES IN THE DISTRICT OF COLUMBIA 29 


Mr. MacIntyre. May I ask Commissioner Hayes this question? 

You have made studies or had your staff make studies of items 
that the D. C. Transit Co. has included in its charge against rate 
base for ratemaking purposes on its mass transportation, and you 
are now coming up toward hearings in determining what is dis- 
allowed from that set of ch: irges, aren t you? 

Mr. Haves. Well, we have a hearing set, Mr. MacIntyre, for the 
6th of June. As a precedent to that, we are hav ing a hearing to fix 
issues on Friday of this week. We do anticipate that as a part of 
the issues that will be framed, there will be matters having to do 
with the matter that is before your committee. 

Mr. MacIntyre. That would include the enumeration of items 
that the Board, your Commission, would think should or should not 
be included in the charges against the rate base of the D. C. Transit 
System. 

Mr. Hayes. I think we will have before us all things that will have 
to do with — ning the amount for which they would be ch argeable 
in arriving at a rate base, and among which would be the items to 
which you have made reference. 

Mr. MacInryre. That is the fixing of rates for streetcar passen- 
gers. 

Mr. Hayes. That is right, siu 

Mr. MacInryre. And you have already served on D. C. Transit 
a list of their items that you would consider would be up for that 
discussion this week. 

Mr. Hayes. Well, we, as a matter of fact. sir, without anticipating 
this particular application on their part, had made a requirement 
of them with respect to certain items which our staff felt were not 
allowable items, and we had called upon them in terms of the account- 
ants, to put it below the line, and that is not to charge it as operating 
expenses. 

Now, that we presume will come up as a part of what will be in 
the hearing before us. You will appreciate that with the hearing 
coming up before us, I may seem to be hesitant in my answer to you 
because I don’t want to be put in the position of prejudging a 
thing upon which testimony is going to be offered before us. I said 
that will be an issue. 

Mr. MacInryre. I think we all appreciate that. I am certain that 
the committee would not want to have you put in the position of 
prejudgment 

Mr. Hayes. Yes. 

Mr. Mactinryre. But the committee at this time—you are telling 
the committee at this time that you have sent a list of the items that 
will come up for discussion and on which there will be a decision 
later on as to what will be allowed and what will not be allowed. You 
don’t mind telling us you have done that. 

Mr. Hayes. No, sir. And I have so indicated to you that is a 
fact. 

Mr. MacInryre. What day did you do that? 

Mr. Hayes. I think I have it. There were two separate series of 
communications, Mr. MacIntyre. I am looking, sir, at the com- 
munication dated February 7, 1958, which refers, I believe, to the 
items which you have asked me about and which call to your atten- 
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tion the fact that we have just called on them to eliminate certain 
items. It is somewhere within that immediate area 

Mr. MacIntyre. Any additional communications after that? 

Mr. Hayes. Yes, sir. After that, in response to our communica- 
tion, there came answers, and we in turn again called upon them 
indicating that we did not feel that the question had been fully 
answered, and that communication referred to a letter of March 24. 

Mr. MacIntyre. 1958? 

Mr. Hayes. Yes, sir. 

Mr. MacIntyre. Was there anything subsequent to that? 

Mr. Hayes. ie only one subsequent to that I think, sir, is a letter 
dated April 30, 1958, which again makes reference to the items re- 
ferred to in the March 24 letter, and a communication which came 
from them dated May 5, which is just a few days ago. 

Mr. MacIntyre. So it is really- 

Mr. Hayes. Excuse me just a minute, will you? Mr. Falk appro 
priately calls my attention to the fact that last year there was also 
correspondence to which I have not made reference. This was just 
a part of the last exchange of communications between us. 

Mr. MacIntyre. But this exchange of letters, yours of April 3 
and their reply of May 5, sets the issues some what of what you are 
going to take up with them in the pretrial conference on Friday of 
this week. 

Mr. Hayes. That would only be among the issues, you will under 
stand, Mr. MacIntyre. The purpose of this pretri: al situation is to 
frame all of the issues so that at the time of the trial on the 6th of 
June, the issues will be square ely drawn 

Mr. MacIntyre. Now, this pretri: al conference that you will have 
on Friday of this week w il] be oj en to interested parties. 

Mr. Hayes. Well, that isn’t ordinarily what is done, sir, in pre 
trial conferences. It is usually a matter of taking up with counsel 
so that the issues will be properly drawn. 

Mr. MacIntyre. Any in terested eo that is, anyone who has 
a real interest in the matter should ask for his counsel to be present. 
Would he be permitted to do that? 

Mr. Hayes. I haven’t discussed it, sir. I don’t want to give my 
individual opinion. 

Can I confer with Mr. Kertz to see if there is any objection? : 
have no personal objection, sir. The only thing, in this sort of 
situation, there would be a question of a record being made, and if 
a person hadn’t properly intervened, we may run into legal difficul- 
ties. That is my own reason for hesitating. 

Mr. Kertz says it is going to be reported and from his point of 
view he sees no reason why it can’t be open. I will go along with 
that idea 

Mr. MacIntyre. It will be open, then, for interested parties. 

Mr. Hayes. Yes. 

Mr. MacIntyre. Now, may I ask, will this correspondence of 
April 30 and May 5 be made available to representatives of this com- 
mittee to examine in your office ? 

Mr. Hayes. At any time, Mr. MacIntyre. 

Mr. MacInryre. I would like to ask this question of Commissioner 
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The president of the D. C. Transit Co. has announced plans of his 
intentions to go into other fields. That is, aside from sightseeing, 
charter, and limousine rental. You are acquainted with those ? 

Mr. McLaveuin. I have seen reports in the newspapers, yes, sir. 

Mr. MacIntyre. That would include what other activities? 

Mr. McLaven.in. Well, I probably read the same newspapers you 
have, Mr. MacIntyre. It seems to me as though he is interested in 
helicopter operations and limousine service to New York. I think one 
thing that we have been looking for in the transit service is imagination 
and we have lots of it with Mr. Chalk. 

Mr. MacInryre. Would you interpret those services as being sub- 
ject, since they would involve some passenger business, to the same 
benefits that the Board of Commissioners have accorded him in the 
sightseeing and charter services ? 

Mr. McLaveuttn. This was interpreted, Mr. MacIntyre, as being 
within section 6 and within this title 1 of the Franchise Act. We have 
already ruled out the limousine service. If you went into the taxi 
business, I think that is out for the same business. And I should 
think that any of these new ideas he has which are not covered by the 
Franchise Act would be out. 

Now, I again re et that when he has built his profits up to 614 
percent, as cov by the Public Utilities Commission, he will—well, 
of course, there are th r types of taxes that the company within the 
interpretation of pi Corporation Counsel has been exempted from, 
but I can’t see any further extension of it than just sightseeing serivee. 

Mr. MacInryre. How do you distinguish when you say that in the 
opinion of May 6, the tax exemption went to the “the corporation,” 
and now you say that you would distinguish— 

Mr. McLaveuniy. Well, the C Corpor ation Counsel in his opinion 
felt that the limousine service was akin to a taxicab service in certain 
respects and felt that it was outside the provision in section 6. I did 
not personally feel—I mean, 1 don’t like to—I am a lawyer and a 
lawyer generally expects to have a little bit of time to think over 
things as ¢ omple x as this, but I certainly don’t think these tax exemp- 
tions under section 8 would be extended to any kind of business that 
the “corporation” would be permitted to indulge in under the corpo- 
rate statute under which it a: as organized in the District of Columbia. 

Mr. MacInryre. Well, these new lines into Maryland, though, you 
would be of the opinion that the tax exemption would apply to those? 

Mr. McLaveunty. Yes, sir. This statute particularly applies to 
the system. 

Mr. MacInryre. Mr. Chairman, I would like to ask that the copy of 
this PUC No, 3592 be received and included in the record of these 
proceedings. It explains considerable of this testimony. 

The Coarrman. Without objection, so ordered. 
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(The document referred to is as follows:) 


PUBLIC UTILITIES COMMISSION OF THE THE District or CoLUMBIA 
November 27, 1957—P. U. C. No. 3592 


In the Matter of Determining the Net Operating Income of D. C. Transit System, 
Inc. For the Twelve-Month Period Ended August 31, 1957, as Required Under 
and For the Purpose Set Forth In Section 9 of Public Law No. 757 


FINDINGS AND CERTIFICATION 
To the Board of Commissioners, D. C.: 


Statute involved 


Under the provisions of Section 9 (c) of Public Law No. 757, 84th Congress, 
2d Session, granting a franchise to D. C. Transit System, Inc. and for other pur- 
poses, the Public Utilities Commission is required as soon as practicable after the 
12-month period ended August 31, 1957, to make a determination of the net op- 
erating income of said D. C. Transit System, Inc. (hereinafter usually referred 
to as the “Company”) for such 12-month period and the amount in dollars by 
which it exceeds or is less than a 61% per centum rate of return from such 12- 
month period, and to certify the results of such determination to the Commis- 
sioners of the District of Columbia or their designated agent. In compliance 
with this provision of the franchise, the Commission has made such a determina- 
tion, the details of which are set forth hereafter with supporting exhibits. 
Preliminary statement 

In making such determination, the Commission has given careful consideration 
to the specific provisions of Section 9, as well as to other sections of the franchise, 
as they may have a bearing on the application of the provisions of Section 9, and 
to its understanding of the intent of Congress as expressed in the legislative 
policy set forth in Section 4 that the Company should be affored the opportunity 
of earning such return as to make the Company an attractive investment to 
private investors. The Commission is also mindful of the declaration by Congress 
in Public Law No. 389, 84th Congress, Ist Session, 

“That it is hereby declared that the business of mass transportation of persons 
for hire in the District of Columbia is clothed with a public interest and is 
essential to the proper functioning of the Government of the United States and 
the government of the District of Columbia. The continuous, uninterrupted, and 
proper functioning of such business in the District of Columbia is hereby declared 
to be essential to the walfare, health, and safety of the public, including the 
civilian and military personnel of the Government of the United States located 
in the District of Columbia and the metropolitan area of Washington.” 

In making our ultimate determination as to whether the Company is liable for, 
or is exempt from, the payment of motor vehicle fuel taxes for the 12 months 
ended August 31, 1957, we have given consideration to a number of factors, 
including the following: 

(1) The unusual circumstances associated with the acquisition of the 
Company’s franchise and the beginning of operations on August 15, 1956; 

(2) The realization that we are dealing with a new enterprise; 

(3) The urgent need for new bus equipment to replace equipment presently 
in use; 

(4) The mandatory requirements of the franchise for initiating and 
earrying out a gradual conversion from street railway to bus operations 
over a period of seven years; 

(5) The requirements for cash to replace street cars with buses; and 

(6) The requirements for cash to cover the cost of track removal and 
repaving scheduled to begin in the year 1958. 

It is the responsibility of this Commission to determine which course is best 
calculated to protect the interests of the community and the public utility in- 
volved. We consider it of prime importance to the welfare of the District of 
Columbia, and to transit riders in particular, that the new Company be en- 
couraged to provide an efficient and economical operation and to maintain satis- 
factory service at reasonable and just fares. The maintenance of satisfactory 
service is dependent not only on the ability of the Company to cover its present 
cost of operation, but also on its success in maintaining its credit and in attracting 
additional capital when needed. Our determination in this case has been made 
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with these considerations in mind and with the firm belief that such determination 
will materially aid in preserving the financial health of the Company during an 
initial period of development and thus will tend to safeguard the community’s 
long term interest in a privately-owned and operated mass transportation system. 

The staff of the Commission submitted a detailed report on the results of 
operations of the Company for the 12 months ended August 31, 1957, and a rec- 
ommendation with respect to the liability of the Company for motor vehicle fuel 
taxes. The Company has also submitted various letters and memoranda setting 
forth its views with respect to the proper application of the provisions of Section 
9 as a basis for determining its liability for motor vehicle taxes. With a view 
to giving full consideration to the conflicting positions of the staff and of the 
Company on the application of the provisions of Section 9, as well as to certain 
accounting matters that have been pending since December 10, 1956; and which 
have a bearing on our determination, the Commission has held a number of in- 
formal hearings at which members of the staff and representatives of the Com- 
pany presented their views on the respective issues. The disposition of these 
matters, and the effect thereof on the determination of the liability for motor 
vehicle fuel taxes are set forth hereafter. 


Rate base method required by statute 

In Section 8 of Public Law No. 757, certain outright exemptions from the pay- 
ment of taxes are granted, including exemption from the payment of the D. C. 
gross receipts tax. Liability for the payment of motor vehicle fuel taxes is con- 
ditioned, however, under the provisions of Section 9, upon whether or not the 
Company earns a 61% percent rate of return on the system rate base, except that 
with respect to any period for which the Commission utilizes the operating ratio 
method of fixing rates, the 614 percent rate of return shall be applied to gross 
operating revenues. The Company has contended that under the provisions of 
Section 9 the Commission could and should make the determination for the 12 
months ended August 31, 1957 on the operating ratio method. With operating 
revenues for the 12-month period amounting to approximately $25,600,000, this 
would mean that the Company would be entitled to earnings of $1,664,000 before 
there would be any liability for motor vehicle fuel tax. Deducting interest of 
approximately $409,000, this would provide a return of 251 percent on the orig- 
inal investment of $500,000 in equity capital. While the franchise indicates that 
it was the intention of Congress that the Company should be afforded the oppor- 
tunity of earning a liberal return, we have an inherent responsibility to see that 
such return does not transcend the bounds of reasonableness. It is our belief 
that the change to an operating ratio method was contemplated for considera- 
tion only after the conversion program is well under way with the additionai 
investment of capital required as an incident thereto. We have accordingly con- 
cluded, as recommended by the staff, that the determination of the Company’s 
return for the 12 months ended August 31, 1957 must be made on the basis of 
the system rate base. 

Under the provisions of Section 9, the Commission is free to exercise its judg- 
ment as to the amount of the rate base to which the 6% percent rate of return 
will be applied, and the amount by which net operating income exceeds or is less 
than a 61% percent rate of return, after including as an operating expense the 
full amount of the motor vehicle fuel tax for which the Company would be liable 
were it not for the provisions of this section. If the return is less than the 
allowed 614 percent, the Company is to be exempted from the motor vehicle fuel 
tax to the extent necessary, up to the full amount of the tax liability, to bring 
its return up to 6% percent. 

Rate base determination 

The conclusion that the Company's net operating income under Section 9 
must be determined on the basis of a system rate base, gives rise to the question— 
what is the system rate base to be used for purposes of determining the Com- 
pany’s liability for motor vehicle fuel tax? It is necessary to resolve this ques- 
tion before any determination can be made, 

The Company has contended that if the operating ratio method of determining 
the return to which the Company is entitled is not adopted by the Commission 
as a basis for its determination for the 12 months ended August 31, 1957, a 
system rate base of approximately $18,000,000 based on the original cost of plant, 
property and equipment as recorded on the boks of the predecessor company 
should be utilized. It has consistently maintained that both the Congress and 
the Commissioners of the District of Columbia during the period of negotiations 
for the franchise either promised or clearly indicated that such a rate base would 
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be used for D. C. Transit. We have been advised by the Commissioners of the 
District of Columbia that no such promise was made by them, and we are unable 
to find any evidence that such a promise was made by Congress, either expressly 
or impliedly. The Company further supports its claim for an $18,000,000 rate 
base on the fact that the excess of $10,339,041.19 of the net original cost of 
property, plant and equipment as recorded on the books of the predecessor com- 
pany over the purchase price to the present owner, as Summarized on attached 
Exhibit No. 2, should be treated as a fair measure of the liability for track 
removal and repaving and that such liability was taken into consideration in 
negotiating the contract for purchase of the net assets of Capital Transit. 

The staff of the Commission has recommended a system rate base of $8,130,999 
representing the average investment of the present owner in rate base property 
for the 12 months ended August 31, 1957, summarized as follows: 


1. Average investment in road and equipment at original cost__ $47,724, 645. 32 





2. Less average balance in reserve for depreciation______-__-_-_._ 30, 466, 428. 64 
3. Net investment in road and equipment at original 
a ae ack aciseiaed: | aikg ats ae eee 
4, Less average balance in Account 401.83—Acquisition adjust- 
I acc uit aime ama vein aes 9, 779, 009. 78 
5. Net investment in road and equipment by present 
a i aie 7, 479, 206. 90 
6. Plus the average investment in materials and supplies_-_--~_- 754, 343. 70 
7. Less adjustment to exclude average investment in limousines 
UE UIE I I a tessscscthassines toresierineh ake ttle (102, 551. 79) 
8. eT RU RNG nk rc once 8, 130, 998. 81 


The development of the average balance for the various items shown above is 
set forth on Schedules 1 through 5 supporting Exhibit No. 3 attached hereto. 
Items 1, 2, and 6 reflect the average of the 13 monthly balances for these items 
taken directly from the books of the Company. Item 4 represents the average 
balance of the excess of net original cost of property to predecessor owner over 
purchase price to the present owner in the amount of $10,339,041.19 as of August 
15, 1956, after giving effect to a recommended amortization of this amount over 
a 10-year period retroactive to August 15, 1956, as more fully discussed hereafter. 

Item 7 above reflects an adjustment to exclude the average investment in 
limousines acquired for use in rental service. This adjustment is proposed by 
the staff on the premise that limousine rental service is not mass transportation 
service contemplated by the franchise. While Section 6 of the franchise author- 
izes the Company to engage in special charter and sightseeing service, the staff 
states that it has been advised that at no time was consideration given to granting 
a franchise for limousine rental service and that the discussion leading to the 
inclusion of Section 6 related to bus operations formerly rendered by Capital 
Transit. For this reason, the staff has proposed that the investment in limousines 
for rental service, as distinguished from charter and sightseeing service rendered 
by buses, as well as the related revenues and expenses set forth hereafter in detail, 
be excluded for the purpose of determining the liability for motor vehicle fuel 
tax. The staff reports that support for this position is found in a ruling by the 
Corporation Counsel, approved by the D. C. Commissioners on January 17, 1957, 
that the Company was liable for the payment of D. C. excise taxes in connection 
with the purchase of these limousines for rental service, whereas exemption is 
provided under the terms of the franchise in connection with the purchase of 
motor vehicles for use in mass transportation operations. The Commission 
finds and concludes that this adjustment is proper and that mass transit riders 
should not be burdened with losses incurred by the Company incident to its 
limousine rental service. 

A system rate base reflecting original cost of the property to the person first 
devoting the property to public service, as proposed by the Company, and de- 
veloped in the same manner as that heretofore set forth except for the deduction 
of the average balance of the acquisition adjustment in the amount of $9,779,- 
009.78, would amount to $17,910,008.59. In connection with the Company pro- 
posal for the use of an original cost rate base, it has proposed that instead of 
treating the excess of net original cost over purchase price as an acquisition ad- 
justment to be deducted from original cost to arrive at purchase price of the 
property, the amount be treated as a fair measure of the liability for track re- 
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moval which the Company assumed from Capital Transit and that this amount be 
recorded on the books of the new company as a reserve for track removal and 
repaving against which would be charged future costs for track removal and 
repaving as incurred without further charge against the customers. Under this 
proposal, the Company would be entitled to recover through depreciation the total 
amount of original cost of deprecable property at the annual rate of approximately 
$2,000,000 per year, and at the same time would be entitled to a return of 64% 
percent on a reducing balance based on original cost to Capital Transit Company, 
or approximately $18,000,000 as of August 15, 1956, with no additional charge 
against the customers for track removal. 

Under the staff proposal of a rate base of $8,130,999 based on purchase price 
of the property, the acquisition adjustment would be amortized over a 10-year 
period at the rate of $1,033,904 per annum, as an offset to the depreciation 
charge, based on original cost, of approximately $2,000,000 per annum, so that 
the net charge for depreciation based on purchase price of the property would 
amount to approximately $1,000,000 per annum. The staff proposal would, 
powever, muke separate provision for the cost of track removal and repaving, 
estimated for purposes of this determination as $10,441,958 by an annual charge 
against operations of $1,044,196 over a 10-year period. It can be seen from 
the foregoing that the annual charge against income for depreciation and track 
removal and repaving, discussed more fully hereafter, will be approximately 
the same under either method. However, under the Company proposal it would 
be entitled to earn a return on a rate base of $17,910,009, whereas under the 
staff proposal the Company would be entitled to a return on the lower rate 
base of $8,130,999. A 614 percent return on the original cost rate base as 
proposed by the Company would provide a return of $1,164,151, which after de- 
ducting interest payments of $408,939, would leave $755,212 available for re- 
turn on equity capital, or a return of 151 percent on the original investment of 
$500,000. A 646 percent return on the rate base reflecting purchase price as 
proposed by the staff would provide the Company with a return of $528,515, 
which, after deducting interest of $408,939, would leave $119,576 available for 
return on equity capital, or a return of 23.92 percent on the original investment 
in equity capital of $500,000. 

By normal standards, the return on equity capital even at the lower level of 
23.92 percept would appear to be more than sufficient to compensate the in- 
vestors for the use of their funds. However, it is pointed out that net operat- 
ing income of $528,515 would represent a coverage of interest on debt of only 
1.3 times, a highly unsatisfactory coverage from a credit standpoint for a busi- 
ness with much less risk than that inherent in the transit industry in general, 
and this Company in particular. The Commission recognizes that this condi- 
tion is the direct result of the original capitalization of the Company with 
debt of 93.7 percent and equity capital of only 6.3 percent, after giving 
effect to the payment of short-term loans in the amount of $5,600,000. This 
Commission had no jurisdiction over the original capitalization of the Company. 
However, the Commission believes it is incumbent upon it to give due re- 
gard, as we believe was the intent of Congress, to the interests of the people 
of the District of Columbia and the transit riders in particular, and to en- 
deavor to place the Company in a position of being able to raise the necessary 
amounts of new capital required for new equipment if the service is to be main- 
tained at a satisfactory level. In this connection, the Company has advised the 
Commission of its intention to purchase 200 new buses between now and 
August 31, 1959, with 100 to be acquired in each year, and further that the 
Company has no intention of requesting any increase in fares prior to August 31, 
L958. 

We do not here hold that either the system rate base of $8,130,999 recommended 
by the staff, or the system rate base of $17,910,009 claimed by the Com- 
pany, is a fair measure of the value of the property for purposes of our deter- 
mination under Section 9. Suffice it to say that in the light of the above circum- 
stances, and after full consideration of the proposals by the staff and by the 
Company, the Commission finds and concludes that the proper rate base figure 
to be used for purposes of determining the liability for motor vehicle fuel tax 
lies Somewhere between the two extremes of $8,130,999 and $17,910,009. We 
recognize that the former gives no consideration to the effect. if any, on the 
purchase price of the assumed liability for track removal and repaving, nor to 
the fact that the sale was made by Capital Transit at a time when the loss of 
its franchise was imminent with a possibility of being required to dispose of 
its property in liquidation, so that the purchase price is not necessarily represen- 
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tative of the fair value of the property. On the other hand, in considering the 
Company proposal of an $18,000,000 rate base, the Commission cannot ignore 
the fact that the property was acquired by the Company at substantially less 
than the amount at which it was carried on the books of Capital Transit Com- 
pany, irrespective of the various considerations that may have entered the minds 
of the contracting parties in arriving at the agreed to purchase price. Moreover, 
the Company’s claim that the assumed liability for track removal and repaving 
in an amount in excess of $10,000,000 was an element of the purchase price, gives 
no consideration to probable future savings to be realized from track removal 
and repaving costs as allowable deductions for income tax purposes. 

We accordingly find and conclude, without prejudice to any future rate base 
determination for either rate making or tax relief purposes, that a system rate 
base of $13,020,503, as developed on Exhibit No. 3 attached hereto, is fair and 
reasonable as a basis for determining the liability of the Company for motor 
vehicle fuel tax under the provisions of Section 9 of the franchise. This deter- 
mination gives equal weight to the original cost to Capital Transit Company and 
the purchase price to D. C. Transit System, Inc. A return of 644 percent on 


the rate base so determined amounts to $846,553: 


Net operating income 

Having determined the system rate base and the return to which the Company 
is entitled before there is any liability for motor vehicle fuel tax, it is necessary 
to determine the actual net operating income for the 12 months ended August 31, 
1957, and the amount by which it either exceeds or is less than the allowed rate 
of return. System net operating income as recorded on the books of the Company 
for the 12 months ended August 31, 1957, amounts to $789,883 as shown on 
Exhibit No. 4 attached. Since the determination of tax liability is to be based on 
the level of earnings for a past period, no adjustments are appropriate for non- 
recurring items or to adjust labor costs to a going level basis, as would be the 
case in a normal proceeding to fix rates for the future. Net operating income 
as recorded on the books reflects no provision for the liability for motor vehicle 
fuel tax, so that under the provisions of Section 9 of the franchise it is necessary 
to include the amount of such tax as a charge against operations for purposes of 
our determination. The staff of the Commission has proposed a number of other 
adjustments as set forth on the two schedules attached to Exhibit No. 4. The 
basis for these adjustments is reviewed briefly as follows. 

Adjustment No. 1 excludes from net operating income a net loss incurred in 
rendering limousine rental service in the amount of $78,439. The basis for this 
adjustment has been referred to previously and will not be repeated here. 

Adjustment No. 2 excludes from operating expenses a number of expense items 
considered as improper or insufficiently supported as proper charges in connec- 
tion with furnishing mass transportation service in the total amount of $41,479. 
The details of the items proposed for exclusion by the staff were brought to the 
attention of officials of the Company and they have indicated their acquiescence 
in the exclusions for purposes of this determination. 

Adjustment No. 3 excludes that portion of an entry recorded on the books 
in December 1956 in connection with retroactively recording a liability for ac- 
erued vacations applicable to the period August 15-31, 1956, in the amount 
of $36,000. 

Adjustment No. 4 includes in operating expenses, as previously referred to, the 
liability for motor vehicle fuel tax on purchases of motor fuel for mass trans- 
portation operations during the 12-month period ended August 31, 1957 in ac- 
cordance with the provisions of Section 9 of the franchise. It will he noted from 
this adjustment that the total liability for motor vehicle fuel tax amounted to 
$376,344.46, whereas only $375,630.72 was added back to operating expenses for 
purposes of this determination. The difference of $703.74 represents motor 
vehicle fnel tax on the estimated purchase of motor fuel for use in connection 
with limousine rental service, and this amount was excluded from our deter 
mination in line with prior discussion of the treatment of limousine rental serv- 
ice. The attention of the Commissioners of the District of Columbia is directed 
to this item for such action as they may deem appropriate 

Adjustments Nos. 5 and 6 have been referred to briefly heretofore. The staff 
has proposed that the allowance for depreciation should be based on the purchase 
price of the property to D. C. Transit, and that under sound accounting treat- 
ment, this is all that the Company is entitled to recover through depreciation 
charges against the customers. To accomplish this objective, without the labori- 
ous task of distributing the purchase price over all items of depreciable property 
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and developing new depreciation rates, the staff has proposed that depreciation 
be accrued on the original cost of the property at depreciation rates prescribed 
by Order No. 4001, effective July 1, 1953, with an offsetting credit in the amount 
of $1,033,904 to amortize the acquisition adjustment of $10,339,041.19 over a 
10-year period retroactive to August 15, 1956. The net effect of this adjustment is 
to allow depreciation based on purchase price, or a net allowance of $972,379 for 
the 12-month period. 

The staff proposed originally that provision be made for track removal and 
repaving based on an estimated total cost of $9,000,000 over a 10-year period, by 
an annual charge against operations of $900,000. The Company has furnished 
the Commission with a summary of an engineering study prepared at the Com- 
pany’s request by Simpson & Curtin, a reputable firm of engineers, showing an 
estimated cost of track removal and repaving of $11,883,916, predicated upon the 
complete removal of all tracks and related structures. The staff estimate of total 
cost of $9,000,000 was also based on an engineering estimate for the complete re- 
moval of tracks and repaving, although this estimate was not prepared in the 
same detail as the Company study. With all of the uncertainties incident to a 
project of this magnitude to be carried out over a period of years in the future, 
including the extent of savings in paving cost that can be realized from coordina- 
tion of the track removal program with the D, C. Highway Department Paving 
Program, as well as the extent to which the Company might be permitted to 
leave portions of its track structure in place as may be determined by the D. C. 
Commissioners from time to time in connection with specific paving projects, the 
Commission recognizes the impossibility of a precise determination of the actual 
cost to be incurred for track removal and repaving. In this connection, it is 
pointed out that the Company has advised the Commission of its intention to pro- 
ceed with the removal of its track facilities on the Rhode Island Avenue and 
North Capitol Street streetcar lines incident to the paving projects scheduled for 
some time in 1958. It appears reasonable to the Commission that for purposes 
of this determination, and subject to such future adjustment as may be deter- 
mined appropriate on the basis of actual experience with the track removal pro- 
gram, provision should be made on the basis of an estimated total cost of 
$10,441,958, arrived at by taking an average of the staff and Company estimates. 

The staff also recommended that since the customers are to provide the funds 

for track removal and repaving, the funds so provided should be segregated in 
a special cash fund to be used for track removal purposes only, and for no 
other purpose uniess authorized by the Commission. The Company has ob- 
jected to this proposal on the ground that such a restriction on the use of cash 
would seriously hamper it in planning for future improvements in service and 
would have a resulting adverse effect on its credit standing and its ability to 
raise needed capital in the future. The Commission recognizes the immediate 
need of the Company for capital in connection with the contemplated acquisition 
of 200 new buses, as well as the imminent cost to be incurred in connection with 
track removal and repaving on the two streetcar lines heretofore referred to. For 
this reason, and in recognition of the fact that the Commission could at any time 
in the future take such action as might appear appropriate, we do not adopt the 
staff recommendation at this time. It might be added that except for the rec- 
ommendation of segregation of the funds provided for track removal and re- 
paving, the Company has acquiesced in the proposals by the staff with respect 
to depreciation, amortization of the acquisition adjustment and provision for 
track removal. 
Adjustment No. 7 is made to include in net operating income for purposes 
this determination accruals for income taxes reflecting the adjustments to 
revenues and expenses heretofore outlined. The computation of the adjusted 
liability for income taxes is set forth on Schedule 2 of Exhibit No. 4 in the revised 
amount of $359,790. Adjustment is made to reduce the book accruals by $29,610 
to the basis of the revised accruals. It is pointed out that in the accruals for in- 
come taxes as recorded on the books, depreciation has been claimed by the 
Company on the basis of purchase price with separate provision for the cost 
of track removal and repaving, the same method followed by the staff. The ad- 
justments shown on Schedule 2 are adjustments that are normally made to give 
effect to differences between income tax accounting and corporate accounting. 
In the book accruals, deduction has been claimed for track removal and repaving 
on the basis of $1,200,000 per annum, whereas in the revised accruals deduction is 
made for this purpose in the amount of $1,044,196. In the opinion of the staff the 
inclusion of the latter amount complies with the provisions of Section 9 of the 
franchise with respect to the inclusion of income taxes in operating expenses for 
purposes of this determination. 
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The Commission finds and concludes that the adjustments to net operating 
income heretofore outlined are reasonable and proper for purposes of this deter- 
mination. 


Findings 
The Commission finds : 

(1) That the determination ‘of the Company’s return for the 12 months 
ended August 31, 1957 must be made on the basis of the system rate base. 

(2) That a system rate base of $13,020,503 is fair and reasonable as a 
basis for determining the liability of the Company for motor vehicle fuel 
taxes for the 12 months ended August 31, 1957. 

(3) That an allowed 6% percent rate of return on a system rate base 
of $13,020,503 amounts to $846,333. 

(4) That the Company’s net operating income from mass transportation 
service for the 12 months ended August 31, 1957, as adjusted, and after 
including as an operating expense the full amount of the motor vehicle fuel 
taxes in the amount of $375,630.72, which would be due but for the provi- 
sions of Section 9 of the franchise, amounts to $589,488. 

(5) That the Company’s net operating income for the 12 months ended 
August 31, 1957, as adjusted (finding 4) is less than the allowed return 
(finding 3) by $256,845. 

(6) That the Company is entitled to exemption from the payment of the 
full amount of motor vehicle fuel taxes applicable to its mass transporta- 
tion system for the 12 months ended August 31, 1957. 

(7) That the exemption from payment of the motor vehicle fuel taxes 
on mass transportation service does not apply to taxes in amount of $703.74 
applicable to purchases of motor fuel for limousine rental service. 

(8) That the exemption from the full amount of the motor vehicle fuel 
taxes, after giving effect to income taxes thereon, will increase net operating 
income by $171,588.11. 

(9) That the foregoing findings, summarized in Exhibit No. 1, attached 
hereto, are made without prejudice to any future determination for either 
rate making or tax relief purposes. 


Certification of the District of Columbia Commissioners 


Based on the findings and conclusions above set forth, the Public Utilities 
Commission hereby certifies to the Commissioners of the District of Columbia, 
in accordance with the provisions of Section 9 of Public Law No. 757, that: 

a. A 6% percent return on the system rate base for the 12 months ended 
August 31, 1957, to which the Company is entitled before there is any lia- 
bility for the payment of motor vehicle fuel taxes, amounts to $846,333 ; 

b. The adjusted return earned, after including as an operating expense 
the full amount of the motor vehicle fuel taxes on mass transportation 
service in the amount of $375,630.72, which would be due but for the provi- 
sions of Section 9 of the franchise, amounts to $589,488 ; 

ec. The adjusted return earned is less than the allowed return by $256,845 ; 

d. Exemption from the full amount of the motor vehicle fuel taxes on 
mass transportation service for the 12 months ended August 31, 1957, after 
taking into consideration the related effect on income tax accruals, will in- 
crease the net operating income of the Company by $171,588 ; and 

e. Exemption from payment of the motor vehicle fuel taxes on mass trans- 
portation service for the 12 months ended August 31, 1957, does not exempt 
the Company from payment of taxes in the amount of $703.74 on purchases of 
motor fuel for limousine rental service. 

By direction of the Commission: 

NorMAN B. BELT, 
Evecutive Secretary. 
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ExHIBIT 1 


D. C. Transit System, Inc. 


Determination of the amount by which net operating income for the 12 months 
ended August 31, 1957, exceeds or is less than a 64% per centum rate of return 
under the provisions of section 9 of Public Law No. 757 


Average investment in road and equipment and materials and sup- 


ON anasto a i escape cena daianatib $13, 020, 503 
Allowed return of 614 percent as a basis for exemption from motor 

vehicle fuel ta... nn. nbd ssc desawsn eden nao 846, 333 
Actual return earned after including as an operating expense the 

full amount ($375,630.72) of the motor vehicle fuel tax which 

would be due but for the provisions of sec. 9, Public Law No. 757, 

on the motor fuel purchased during the 12 months ended Aug. 

BB 5 DOT nics enh nc etl insane eataade 589, 488 
Actual rate of return Garmed....... sec ek ckeeceenecdnde 4.53 
Deticiency of actual return under allowed return of 614 percent__-_-_ 256, 845 
Increase in return earned as a result of exemption from the full 

amount of the motor vehicle fuel tax applicable to mass transporta- 

tions: * 

Total. motor veicle fiel tas... caccccncccascnscncendousunnue $375, 630. 72 
Estimated effect of income taxes, 54.32 percent___-_-_---__---- 204, 042. 61 


Increase in net operating income resulting from exemption 
from full amount of the motor vehicle fuel tax________---- 171, 588. 11 
The motor vehicle fuel tax in the amount of $375,630.72 from which the Company is 


entitled to exemption on the basis of the above determination excludes $703.74 applicable 
to purchases of motor fuel for limousine rental service. 
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ExuisiTt No. 2 


Bacess of net original cost of road and equipment as recorded on the books of 
Capital Transit Co. at Aug. 14, 1956, over purchase price by D. C. Transit 
System, Inc. 


Purchase price per agreement dated July 7, 1956: 
Cash deposit by TCA Investing Corp. applied to purchase 
I a a a $500, 000. 00 
Pe eT | ee a a era 9, 100, 000. 00 
1st-lien deed of trust, secured by all of the 
real estate acquired by D. C. Transit Sys- 
tem, Inc., delivered to Capital Transit Co. 
to be applied against purchase price: 
Per agreement- Prete _ $3, 940, 000, 000 
Less cash realized from sale of two par- 
cels of land subsequent to July 7, 
aa 62, 000. 00 
— 3, 878, 000. 00 


CRN INNING RON cinch sess icindcinit heen elec 13, 478, 000. 00 
Plus liabilities assumed: 
Current liabilities__ _ $1, 099, 635. 35 


Reserve for injuries and damages_____-___ -~ 1, 234, 953. 08 
Reserve for disputed local taxes__...._____-_ 480, 244. 97 
a aca a sks eatciaeaseoues aie 2, 814, 833. 40 
Total, purchase price and liabilities mening tasaninrk web essipniapnacdes deans MOOD 
Less assets acquired other than net investment in 
road and equipment: 
Current assets: 
a s a ee tah $7, 580, 650. 46 
Materials and supplies__...___~- a 724, 013. 55 
ier Current ease... 201, 824. 44 
-— _—_—___—_. 8, 506, 488. 45 
Deferred accounts receivable________ shi ania obscene cakes 24, 000. 00 
U. S. Government bonds________ Bt ce ee ee 60, 037. 50 
Miscellaneous physical property (net) --.-_---___________ 2, 426. 59 
Total assets acquired other than road and equipment___-_ 8, 592, 952. 54 





Balance representing portion of purchase price applicable to road 


and equipment___________ tee ee ie Bene eo 7, 699, 880. 86 


Net original cost of road and equipment as recorded on books of 
Capital Transit Co: 


INT i a cece canescens 47, 580, 148. 60 
Sens UES IE UENO i oa ss eh cecesh ec chcceme dcncecneecce 29, 541, 226. 55 
ata aa ee Bas Si ee naad ™ i 18, O38, 922. 05 








Acquisition adjustment (credit) excess of net original cost 
of road and equipment over purchase price -=-- 10,339, 041.19 
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EXxuHrsiT No. 3 


ks of Average investment in road and equipment and materials and supplies, 12 
-ansit months ended Aug. 31, 1957 





| Average investment in 
| rate-base property 


00. 00 : 
0) | Based on Based on 
. 00 | original purchase 
| cost price 
- ‘ ; wicilialiincaa i 
1. average investment in road and equipment at original cost (schedule 1 $47, 724, 645 $47, 724, 645 
9. Less average balance in reserve for depreciation (schedule 2) ‘ | 30, 466, 429 | 30 466, 429 
3. Net investment in road and equipment at original cost | 17, 258, 216 17, 258, 216 
4. Less average balance in account 401.3, “acquisition adjustment (eredit),’’ | 
or excess of net cost to owner first devoting properties to public service 
over cost to present owner (schedule 3).....-- ae i 7 hin cietnciie 9, 779, 010 
1). OO 5. Net investment in road and equipment-_.- brite 17, 258, 216 7, 479, 206 
q . 6. Net investment in road and equipment based on average of original cost 
0. OO ynd purchase price —— | 12, 368. 712 
7. Plus average investment in materials and supplies (schedule 4)_-_--- ai 754, 344 
&. Average investment in road and equipment and materials and | | 
! pplic Ss 


9. Less adjustment to exclude average investment in limousines for rental 
service (schedule 5 








10. Adjusted average investment in road and equipment and materials | 
-- and supplies ; _— 13, 020, 503 
3. 40 == _ ee : ‘Siccnb stim 
SCHEDULE 1 
Average investment in road and equipment stated at cost to owner first devoting 
properties to public service, 12 months ended Aug. 31, 1957 
Changes during period | 
8. 45 | Balance at 
00 | | end of month 
Sita Additions Retirements | Net additions} 
,. 00 
» 5D a | | 
; Balance, Aug. 15, 1956 - 1$47, 580, 148. 60 
» 54 Changes, Aug. 15 to 31, 195¢ $11, 923. 74 $6, 249. 47 | $5, 674. 27 | . 
_ AD 
—— Balance, Aug. 31, 1956-- i | 47, 585, 822. 87 
. September 1956_.._- | 28, 794. 22 179, 438. 22 (150, 644. 00)| 47, 435, 178. 87 
1. 56 October 25, 182. 54 3, 038. 46 22, 144.08 | 47, 457, 322. 95 
— November. -- 7, 346.90 | 3,451. 82 | 3, 895. 08 | 47, 461, 218.03 
December 80, 602. 88 80, 602.88 | 47,541, 820. 91 
January 1957 162, 038. 69 | 162, 038. 69 | 47, 703, 859. 60 
February 41, 688, 42 725. 91 | 40,962.51 | 47,744, 822. 11 
60 March 58, 474. 45 6.47 | 58, 467.98 | 47,803, 290. 09 
-- April 39, 163. 94 | 45.75 | 39, 118.19 | 47,842, 408. 28 
- 00 May 41, 894. 42 458. 71 | 41,435.71 | 47, 883, 843. 99 
- June... 42, 147.07 | 526. 48 | 41,620.59 | 47,925, 464. 58 
05 July 76, 296. 27 3, 256. 87 | 73, 039. 40 | 47, 998, 503. 98 
i August 4,553.43 | 38, 328. 89 | 48, 036, 832. 87 
Total changes 646,512.12 | 195, 502. 12 451,010. 00 
19 Average of 13 monthly balances | 47, 724, 645. 32 
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Average balance in reserve for depreciation, 


Balance, Aug. 15, 1956-- 


Changes, Aug. 15 to 31, 1956__- 


Balance Aug. 31, 1956 
September 1956 
October 
November. 
December 
January 1957- 
February 
March 

April 

May. 

June 

July. 

August 


Total changes 


Average of 13 m 


Average balance in 


B Aug. 31, 195¢ 
September 1956 
October 


November 
December 
January 1957 
February 
March 

April 

May 
June... ‘ 
July 

August 


Average of 13 monthly ba 


mthiy Db 


SIGHTSEEING BUSINESSES IN 


THE 


SCHEDULE 2 


Ss 


‘ 


ended 


lances 


I 


account 401.8, “Acq 
dug. 31, 1957 


EDUI 





DISTRICT OF COLUMBIA 


12 months ended Aug. 31, 1937 


Changes during period 


Accruals Retire 





(credit (deb 


$91, 869. 39 $3 


167, 


167, 





170, 





isition ad 


Balan at 


end 


month 


Net credit to 





reserve 

$29, 541, 226. 55 

$88, 629. 92 
20, 620, S56. 47 
11, 947. 07 29, 617, 909. 49 
163, 765. 01 29, 781, 674, 41 
164, 712. 96 ; 29, 946, 387. 57 
165, 066, 84 30, 111, 454. 21 
279, 162. 23 
,4 5 
ey 








B20, 453 l 
5 t 42%. 54 
ere lit).” 12 months 
t 
t t A 
1 
$1 ) 
$4 4 
10, 205, OF 5 
86, 158 1 
‘ 158. 68 ] 
86, 158, 67 
SH. LAS. ON 
- 158. OS ) 
86, 158.67 | 9,779, 009. 79 
86, 158.68 | 9, 692,851.11 
‘ 58. OS 1, 606, 682. 43 
St 8. f 9, 520, 533. 76 
86H, LES. 68 9 434, 375. OR 
86H, 158. 68 9 348, 216. 40 
SH, 158. 67 ) 262, 057. 73 
l 3, 904. 12 
. 7 we. 78 
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SCHEDULE 4 


Average investment in materials and supplies, 12 months ended Aug. 31, 1957 











| Monthly Balance at 
; changes end of month 
4 ' 
Balance, Aug. 15, 1956 : | $724, 013. 55 
Changes, Aug. 15 to 31, 1956... ($6, 552. 46) | - comes 
: Balance Aug. 31, 1956_. 7 | 41. 09 
- P September 1956_- (4, 764, 47) | ». 62 
October (1, 213. 88) 74 
- November....- 19, 049. 16 | . 90 
- December 7 4,579. 80 . 70 
e January 1957..-- 13, 155. 76 | 46 
vy. 20 February... 39, 688. 11 | 57 
(4, 41 March....- 21, 642. 54 WU 
wees April (8, 576. 03) 08 
= ee May | (9, 583. 22) 791, 438. 86 
2. ad June 382. 27) 776, 056. 59 
: July 948. 11 751, 108. 48 
5 August , 371. 52) 733, 736. 96 
6. 37 Total chang 16, 275. 87 is 
' Average of 13 monthly balances---- ; ‘ 754, 343. 70 
SCHEDULE 5 
%. 64 
idjustment to exclude average investment in limousines, 12 months ended 
tug. 31, 1957 
tf De -ciat Yet invest- 
Net additions iccrual ment at end 
of month 
I 31, ( » 
t er 195¢ $19, 170. 1 $19, 170.17 
In $S1LOS. 63 19, O#1, 54 
4 ) t 108, 63 18, 952. 91 
) 1: FA 18, 844, 28 
° ry 1957 148, 523. 60 108. 63 167, 250, 25 
! 193. 63 163, 765. 62 
I 170. OU 493. 63 163, 241. 99 
4 49 5. 50 159, 686. 49 
2. 8 3 555. 50 156, 130. 99 
7.14 3 50) 152, 575. 49 
8. 46 as 3. 555. 50 149. 019. 99 
1.79 3 0) 145. 464. 49 
2. 43 1% | change 170, 663, 77 25, 199, 28 
3. 7 Average of 1 ynthly balances 102, 551. 79 
is 
5. 40 smenees enema — EEE a eae - — - 
1 78 
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EXHIBIT No. 4 
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Consolidated statement of net operating income (including Montgomery Bus 
Lines, Inc.), 12 months ended Aug. 31, 1957 


Operating revenue: 
Passenger revenue De ncaa 
Charter revenue 
Government contract revenue- --- 
Station and vehicle privileges 
Rent of plant and equipment. 


Total operating revenue_- 
Operating-revenue deductions: 
Operating expenses: 
Maintenance of plant and equipment 
Power 
Fuel, lubricants, and garage expenses 
Conducting transportation -__- 
Traffic promotion 
Provision for injuries and damages 
Employees’ retirement and insurance 
Administrative and general 


Provision for wage increase -. 
Provision for vacations 


Total operating expenses 


Operating taxes 
Provision for income taxes 
Provision for motor-fuel taxes 
Other taxes 


Total operating taxes 
Depreciation and amortization: 
Depreciation 
Amortization of acquisition adjustment 
Provision for track removal 
Total depreciation and amortization -- 


Total operating-revenue deductions 


Net operating income 


NoTeE.—See schedule 1 for explanation of reference 


Per books 


25, 053 
419, 
3a, 
148 

6, 


25, 661, 


3. 482, 925 


625 


469 


| Adjustments 


1($55, 791) | 


99 | 


558 
oY 


$17, 32: 


1, 671.2 


526. 








1, 218, 


874, 93 


1, 372, 3 


16 


643, 


21, 867, 


, 482 


71, 391 


, B83 


(55, 792) | 


| 


| 
3, 191)) 
3, 879) 
s. 173)! 
1(2, 65) 
1(3, 704 
479) 


5, 811) 








, O00) 1 


(184, 797) 


619) 
631 


(1,713 
344, 398 
199 


994) 
196 


8(1. 033. 
6 1, 044, 


033 


(14, 907) 
144, 604 


(200, 395) 


As adjusted 


$25, 053 





, 790 
5. 631 
307 





1, 316, 728 


2, 006, 283 
(1, 933, 904) 
1, 044, 196 
2, 016, 575 


25, 015, 995 


589, 488 


ted 


625 
669 
N22 
558 
619 


483 


925 
$22 
129 
114 
19 
1 


7 
<é 


4 


)) 
Ov 
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SCHEDULE 1 


Detail of adjustments 


(1) To exclude from net operating income from mass transportation 
operations, the net loss incurred in connection with limousine 
rental service : 








Revenues from limousine rental service___________________ $55, 791 
Expenses related to limousine rental service: 
Fuel, lubricants, and garage expenses___.__._____________ 3, 101 
CODUDCEIDE  TIAREDUTONTION oo thccau wwe 33, 879 
TPRIC PROMORNR oe os cece temncmtcmnedaibn 58, 173 
Provision for injuries and damages_____________________.. 2, 650 
Employees’ retirement and insurance___.__________-______ 3, 704 
AGratniatrative and Gemerekes oo oo tn bee ei 5, 811 
Ope? (AO6s a5 as A Se es 1. 718 
DeOPretInGIOn: <. ccccccsoncc aces cigacitvid aiagaed Sota ease aga ison 25, 199 
Total CRP E ks cing us 134, 230 
Net loss from limousine rental service___.._._______-____ 78, 439 


(2) To exclude from administrative and general expenses, numerous 

items considered as improper or insufficiently supported as proper 

charges in connection with furnishing mass transportation service 

by Io. -G.. Tremere Bvetem: 36. i ee ee eee 41, 479 
(3) To exclude that portion of the charge to operating expenses recorded 

on the books in December 1956 to set up the liability for vacations 

earned during the period July 1, 1956, through Dec. 31, 1956, 

to be taken during the vacation year beginning July 1, 1957, appli- 

cable to the period Aug. 15-31, 1956, % of $324,000______________ 36, 000 


(4) To include as an operating expense, for purposes of determining the liability 
for motor fuel taxes, the full amount of the motor vehicle fuel tax which 
would be due but for the provisions of sec. 9 of the franchise on the motor 
fuel purchased during the 12-month period ended Aug. 31, 1957: 


Tax at 6 
cents per 
Gallons gallon 
Total purchases of motor fuel_......-._-_._.- 6, 272,241 $3876, 334. 46 
Less estimated purchases for limousine rental 
DOIG Pesirctnn eu ainiinaee aan ea tetee 11, 729 703. 74 


Applicable to mass transportation opera- 

CCR SS) cecil scldelt intact CMs _.. 6, 260,512 375, 6380. 72 
(5) To provide for amortization of acquisition adjustment (credit) 
applicable to the 12-month period ended Aug. 31, 1957, based 
on amortization over a 10-year period beginning Aug. 15, 

1066 (exhibit ——— schedule 3)... on cnccncnedewmen« 1, 033, 904 
(6) To include provision for track removal and repaving applicable 
to the 12-month period ended Aug. 31, 1957, based on an esti- 
mated cost of $10,441,958 to be provided over a 10-year pe- 

riod berittine Aus: 15, 206G. 5c. oki d See 1, 044, 196 


(7) To adjust accruals for income taxes as recorded on the books 
to the basis of accruals on taxable income as adjusted for 
purposes of this proceeding (schedule attached) : 





Accruals as recorded on the books__-------------------- 389, 400 
Adjusted accruals for income taxes__......---.---------- 359, TYU 
Reduction in DoGk GeCruet. 2nccncicandwccacunnsnwns ts 29, 610 


26969-—58—_—4 
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SCHEDULE 2 


Income taz accruals, 12 months ended Aug. 31, 1957 





Adjusted operating income before income taxes_________--_-_------_-- $949, 278 
Adjustments to arrive at taxable base: 
Additions: ’ 
Injuries and damages, accruals_________-_---~_- $1, 218, 911 
Injured and damages, payments______-____-~-_- 712, 763 
—- — 506, 148 
a calc i gabattananiamiible 1, 455, 426 
Deductions : 
Depreciation for tax purposes___--~~. anmuem Pi, O40, O24 
Depreciation included in adjusted oper: iting in- 
IS I iii tris ss ee Se ee 972, 379 
: . ie ge sa 373 945 ) 
I I el ih daar 408, 644 
Amortization of debt discount and expenses_____-_-~-~- ie 295 
Ne iirc cape bdnten Sich date cies i siete ike 782, ‘884 
ST st cas peainiecmnnssiion 672, 542 


Less other income taxes: 
District of Columbia income tax, 4.60 percent of $672,542____ 30, 937 
Maryland income tax, 4.45 percent of $672,542 equals 


$29 G98 times f percent a 1. 496 

Total cua : aaa . > I . 32, 433 

Taxable income for Federal purposes P astraeaeie dee 640, 109 
Federal income tax, 52 percent less $5,500______-__ bcs tosses tates 327, 357 
District of Columbia income tax___--~-~- ; : ba 30, 937 
EEN 8 SR NE a a ee ee 1, 496 
Total accrual for income taxes.___._____.._.__._-_- nate Ean 359, 790 


Mr. MacIntyre. I would like to ask Mr. Falk this question. Earli- 
er we were speaking about this disallowance of $78,000—it is on page 
8 of the findings and certification of the Public Utilities Commission 
No. 352. There was no disallowance for the loss that was sustained 
in the operation of the charter and sightseeing business for that year, 
though, was there ? 

Mr. Faux. No, sin 

Mr. MacIntyre. And I believe you testified that that amounted to 
$111,000. 

Mr. Fartx. On the basis of the study I have made; yes, sir. I might 
say that it is my impression that the transit company will not agree 
with the method of allocation I used, but that is my determination. 

Mr. MacIntyre. But, whether they agree or do not agree, the loss 
that you determined they sustained was not disallowed. They were 
included, they were permitted to include that loss against the deter- 
mination of the rate base for the passenger service in the District of 
Columbia street cars. 

Mr. Faux. No. That was just in connection with the determina- 
tion of the liability for motor fuel taxes. Now the question of rates 
will come up in this present hearing and it is my thought that that 
loss should not be saddled on the regular riders and that is the posi- 
tion I expect to take in the rate proc eeding. 
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Mr. MacInryre. That is one of the things that hasn’t been deter- 
mined vet. 

Mr. Faux. No. 

Mr. MacIntyre. What about the $78,000 loss on the limousines? 
What about that ? 

Mr. Fark. I would expect to make an adjustment for that. 

Mr. MacIntyre. In the determination of the rates? 

Mr. Fax. Yes, sir. That will not be charged against the regular 

riders. 

Mr. MacIntyre. What about the matter of using D. C. Transit 

System regular employees to construct sightseeing stations outside 
the District of Columbia? What will you do about that ¢ 

Mr. Fark. That will be charged up against the sightseeing and 
‘harter operation, and as such would be reflected in the loss from 

those operations for such adjustment would be made. 

Mr. MacIntyre. Suppose that the items are not shown on the books 

of the company but in fact they did occur? How will you make a 
letermination ¢ 

Mr. Fatx. Well, if they are not shown on the books of the company, 

they wouldn’t come to my attention. 

Mr. MacInryre. We did receive information a few days ago about 
he construction of a sightseeing station at Aberdeen, Md., by the D. C. 
lransit System and that was constructed by, according to the informa- 
tion that came to us, regular employees of the D. C. qr ansit Co. The 
private contractor was turned down, according to what was told us, 
ecaus e it would show on the books if they hired him and maybe you 
would not allow it. 

Mr. Farx. The information I have on that is that they have leased 
. small building near Aberdeen I believe at $100 a month for purposes 

‘f housing a representative to sell charter and sightseeing work; that 

hey se ~ a crew up there to construct a sign and maybe do some road 

ork, but it is my information that they are leasing the building. 

Mr. MacIntyre. Will the cost of that crew be disallowed by you 
for the ratemaking purposes in the D. C. Transit mass transporta- 
tion business ? 

Mr. Fax. It would be charged against the charter operations, and 
to the extent that we would eliminate loss on charter operations, it 
vould be reflected in there. 

Mr. MacIntyre. What about the use of the garage space for sight- 
seeing buses ? 

Mr. Fark. That is another matter that will come up in connection 
with the rate case in getting the proper amount chargeable to charter 
ind sightseeing operations, and there would have to be an allocation 
of property to those operations. It would be purely a question of 
illocation on some basis which I haven’t determined yet 

Mr. MacIntyre. That would include not only garage space but 
the use of the vehicle for the period it is in use over the sightseeing 
business ? 

Mr. Faux. Yes, sir. 

Mr. MacInryre. Personnel ? 

Mr. Faux. Well, the operators—their time is charged direct to 
charter operations. That appears as a direct allocation on the books 
of the company. 
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Mr. MacIntyre. So in this hearing coming up you will move to 
take into account proper allocations, vehicles, garage space, and other 
items properly chargeable to sightseeing business. 

Mr. Fax. That is my present thinking , yes, sir. 

Mr. MacInryre. Do you have any idea when that proceeding will 
be concluded ? 

Mr. Faux. Well, the hearing has been set for June 6—June 3. 
That is when the company will make their presentation. Under the 
franchise the Commission has to act on their application within 120 
days of the date they file their application, or the rates automatically 
go into effect. 

So I presume that we will attempt to settle that proceeding before 
the expiration of the 120 days which is around September 1, which is 
the effective date for the new rates that have been requested by the 
company. 

The Cuarrman. Mr. Brown, do you have some questions ? 

Mr. Brown. Mr. McLaughlin, we had two witnesses earlier before 
the committee who stated that they have lost considerable sightseeing 
business to D. C. Transit Co., and one of them referred to it in 
this way. 

He said that “We are the victims of a competitor seeking my cus- 
tomers with ammunition of important rate reductions and excessive 
commissions as sales features.” 

Is that true in your opinion ? 

Mr. McLaveuuin. I wonder if you would repeat that, Mr. Brown. 

Mr. Brown. Let me put it this way. Has the D. C. Transit Co. in 
its sightseeing operations reduced prices considerably in recent 
months? 

Mr. McLaveuturn. Well, the Board of Commissioners does not deal 
with that directly. But it is my information that they had reduced 
prices, their rates, but that at present they are charging the same 
rates, or approximately the same rates as the going price in the District 
of Columbia. 

Could I consult with someone ? 

The information I have that we had at the meeting—TI believe the 
meeting with Mr. MacIntyre the other day—was that the rates at 
present are on the same level but that they are ee a lot more 
money than a regular sightseeing concern can spend in advertising 
and in soliciting business. 

Mr. Brown. You said, didn’t you, that there had been some rate 
reductions from time to time but ms aybe it is backed up. 

Mr. McLaveuutn. That has been my general understanding, that 
they did reduce rates at first, but came back to the general prevailing 
rates. 

Mr. Brown. Didn’t-you say awhile ago that you felt that there had 


been some discrimination in this matter ? 
Mr. McLaveuurn. Well, I feel that the legislation itself is dis- 


criminatory. 
Mr. Brown. I believe you said also that the sightseeing tours ad- 


junct of the D. C. Transit Co. in your opinion has been treated the 
same as the mass transportation system. Is that your opinion ? 

Mr. McLaveuurn. Yes, sir, that is the opinion of the corporation 
counsel which was adopted by the Board of Commissioners, and I 
believe the Public Utilities Commission as well. 
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Mr. Brown. Under Public Law 757, approved July 24, 1956, if 
you will refer to it, Mr. McLaughlin, section 5, the section de: aling 
with rates, reads in part: 

The initial schedule of rates which shall be effective within the District of 
Columbia upon commencement of operations by the corporations shall be the 
same as that effective for service pursuant to the act of August 14, 1955, as of 
the date of this legislation. 

When the schedule was approved by your body, by the Commission- 
ers of the District of Columbia, were sightseeing tour rates included ? 

Mr. McLaueu.in. No, the Public Utilities—there has never been 
any regulation, at least within a decade, there hasn’t been any regu- 
lation of the sightseeing service. When I was chairman of the Public 
Utilities Commission and asked questions about it 2 or 3 times I was 
told that competition resulted in equitable rates and appropriate 
conditions of service, and, you see, at that time this legislation had 
not been passed, and I saw nothing to indicate that was not true at 
that time. 

Now, when the Board of Commissioners—I believe you are re- 
ferring to the fact that during this period of legislation on our transit 
system here, the Board of Commissioners approved under the former 
legislation the rates, but, of course, any new change of rates would 
be—I mean at this time, at the present time—would result from appli- 
cation, normal application, to the Public Utilities Commission. Those 
rates that we approved back there were in connection with a labor 
clispute. 

Mr. Brown. But actually, then, from what you have said, while 
it is the opinion of the corporation counsel that sightseeing tours 

should be treated the same as the mass transportation system, in 
effect they have never been treated the same? 

Mr. McLaucuirn. No. They are merely interpreting the statute 
of the 84th Congress. They say under this statute that the sight- 
seeing service and special charter service must be treated taxwise the 
same as provided for the corporation in general, 

Mr. Brown. You have added something to the statement. Must 
e treated the same taxwise, but not ratewise. 

Mr. McLavueuuin. Well, actually, there has been no question in my 
mind except as to taxes. That was the question before the Corpora- 
tion Counsel. But there has not been any regulation of sightseeing 
service in my recollection by the Public Utilities Commission. 

Mr. Brown. I am wondering if therein might not lie the problem. 
Here is section 6. As far as rates are concerned, the sightseeing tour 
is part of their operation, is completely set aside in section 6, becomes 
a complete entity, but when it gets to taxes and the tax advantages 
provided in the whole act, the corporation wants all those advantages 
to apply to section 6, but it doesn’t want any of the disadvantages of 
rate regulation to apply to section 6, Is that true? 

Mr. McLavcnrin. Well, that might be true. That probably would 
have been true a few months ago, but at present it appears that their 
rates are probably on the same level as the other companies. 

I shouldn't spe ak or even attempt to speak for the Public Utilities 
Commission, They are not under the Board of Commissioners, you 
know. 

However, when you take up the question of regulation of the sight- 
eeing industry, you have to stop at the District Line at present in 
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the absence of more legislation. That is, a sightseeing trip completels 
within the District of Columbia is one thing. That can be regulated. 

But sightseeing—a trip going across to Arlington National Ceme- 
tery or on down to Mount V ernon cannot, and so one question might 
be whether the—it would be a terrific policing problem, but aside from 
that, whether within present legislation enough of the business could 
be regulated to have the desired effect. 

The other question I think is the extent—if this is not a violation 
of the antitrust laws in some way, since these advantages have been 
given by the Congress of the United States, just what jurisdiction the 
Public Utilities Commission would have to issue orders to prevent a 
monopoly in this business? 

Mr. Brown. Well, Mr. McLaughlin, maybe I misunderstand, but it 
appears to me as if in this instance we have a regulated public utility 
competing with privately owned sightseeing tour business, is that 
right? 

Mr. McLavcGuutin. Yes, sir, that is true. 

Mr. Brown. Under the terms of the franchise act, Public Law 
757, in exchange for the privilege of earning 614 percent on its money, 
in exchange for certain tax concessions, the D. C. Transit System 
agrees to abide by certain rate regulations. That is historical in the 
public utility industry. Is that not true? 

Mr. McLaveuun. Yes, sir. 

Mr. Brown. And yet completely apart from any rate regulations is 
the sightseeing tour end of their business. Am I correct so far? 

Mr. McLaveutin. Yes, sir, that is true. Now, it is under the gen- 
eral jurisdiction which the Public Utilities Commission has under the 
Public Utilities Act here, that it can assert jurisdiction over the sight- 
seeing business. It is entirely aside from 

Mr. Brown. But under the terms of this franchise act, the Public 
Utilities Commission and the Commissioners of the District of Colum- 
bia can regulate the D.C. Transit Co. ? 

Mr. McLavecutrn. Yes, sir. With respect to general transporta- 
tion, general mass transportation. 

Mr. Brown. But you don’t regulate them on any rates on sightsee- 
ing tours. 

Mr. McLaveutry. I don’t think—it doesn’t spring from this act. 
It springs from the general jurisdiction under the General Public 
Utilities Acts. 

Mr. Brown. What I am driving at is as long as that part of the 
business stays out from under any regulation of any kind, here is a 
monopoly, a legalized monopoly that can almost at will under certain 
circumstances engage in discriminatory pricing, and the Congress is 
on record historically as being against any discriminatory price at- 
tempt that has the effect or tends to eliminate competition. 

Now, these people, these small operators are being hurt almost to the 
point of elimination by a regulated monopoly that is not being regu- 
lated. AsI right on that? 

Mr. McLaveutrn. Yes, sir. That aspect of it is not being regu- 
lated at this time. 

Mr. Brown. So the effect is that they get the advantages of the tax 
exemptions and the other advantages provided in the act without 
the advantages of having to have their rates approved on sight- 
seeing tours, that particular adjunct of their business. Is that right? 
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Mr. McLaueutin. Yes, sir. 

Mr. Brown. Thank you. 

The Cuamman. You could regulate their rates on sightseeing if 
you desired ; couldn’t you ? 

Mr. McLaveutn. The Public Utilities Commission—— 

The Cuarrman. Mr. Hayes, can you answer that? 

Mr. Rooseveir. Before Mr. Hayes answers that, I would like Mr. 
McLaughlin to answer whether he thinks the Board of Commis- 
sioners could regulate it. 

The Cuatrman. All right. 

Will you answer that, please ? 

Mr. McLaveuttn. The Board of Commissioners could not regu- 
late their rates, but in my opinion the Public Utilities could. 

The Cuairman. That is your opinion, too? 

Mr. Hayes. There isn’t the slightest doubt but that under the act 
as presently exists, we have the r ight to regulate that. 

The Cnatmrman. Don’t you think in this ease it is bordering on 
such an injustice that it is almost against conscience ¢ 

Mr. Hayes. Here is what is in my own mind, sirs. 

Because of the fact that we do have this regulatory control, and 
it hasn’t been exercised, I believe sometimes from what Mr. Mc- 
Laughlin has just said, prior to the time that we ran into what we 
now face, these gentlemen who are engaged in the business by their 
own competition—there wasn’t the necessity for the fixing of that. 

The Cratrman. I can see the reasoning for that. I think it is 
perfectly reasonable. 

Mr. Hayes. That is right. They came in with no complaint and 
it went along in that way. We have now a rate proposition that is 
coming up, a rate hearing, as I have indicated to you. 

I don’t think there is the slightest question but that we have the 
right to regulate, but I think that you gentlemen will still have a 
question before you, because of the nec essity our regulation, sir, is 
confined to our geographical limits. 

We can’t do “anything when they go into some other jurisdiction. 

Our answer will only be a part of the answer. That part of it I 
think we are in a perfect position to do. We can do that. But 
whether or not it will answer the question, I don’t know. 

Mr. Brown. Mr. Chairman, could I just get back in here long 
enough to direct Mr. McLaughlin’s attention to the language in sec- 
tion 5 of Public Law 757, in which it says: 

Whenever on or after August 15, 1957, the corporation files with the Com- 
mission— 

Now that is the Commissioners of the District. of Columbia ? 

Mr. McLaveutr. No. That is the Public Utilities Commission. 
That is what they are doing now. 

Mr. Brown. “* * * anew schedule of rates”—— 

Mr. Hayes. That has been done. 

Mr. Brown (reading) : 

Such new schedule shall become effective on the 10th day after the date of 
such filing, unless the Commission prescribes a lesser time within which such 
new schedule shall go into effect, or unless, prior to such 10th day, the Com- 
mission suspends the operation of such new schedule. Such suspension shall 
be for a period not to exceed 120 days from the date such new schedule is filed. 


If the Commission suspends such new schedule, it shall immediately give 
notice, 
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et cetera. Could you not suspend if the rates were not regulated on 
sightseeing ? 

Mr. McLavcuury. The Public Utilities—— 

Mr. Hayes. We have already suspended. They sent in their new 
suggested rates. We have, within the 10-day period, suspended and 
set down for public hearing. 

Mr. Falk indicated to you certainly that we have a target date 
within 120 days, that is allowed, that the rate would become effective 
if there were no step actually taken to avoid it. 

The Cuarrman. Mr. Roosevelt ? 

Mr. Roosrvert. Mr. Chairman, it seems to me Mr. Hayes has 
made it very clear that the main problem here is going to be in the 
matter of jurisdiction that goes over the District line. 

Within the District, as far as sightseeing is concerned, Mr. Hayes 
and the PUC will have jurisdiction, and we must presume that they 
will look into the matter and do the job; but there certainly is a “no 
man’s land” here, and I have particular reference to a letter which 
I received from the District Transit Co., a very short time ago, asking 
my opinion as to whether a bus service or, rather, a limousine service 
from Washington to New York nonstop at the price of $12.50 each 
way would be attractive to me as a Congressman; and I suppose this 
was issued to all my colleagues, also. And, pointing out that this 
will probably be lower than the airlines or even the bus companies 
might have. 

Now, is it correct that a situation of that kind would be completely 
outside of the jurisdiction provided by the PUC or the ¢ ‘ommission ? 

Mr. McLavuenur. Yes, sir. I am sure it would be. We can’t 
slough off this tax problem, though, that Mr. MacIntyre raises. I 
mecan—-— 

Mr. Roosrvett. Well, now, that was going to be my next question, 
Mr. eee er: Is it my understanding that the 614 percent profit 
which the company can earn would have no relations ship at all to 
whether they made a profit or a deficit with respect to that limousine 
service to New York? 

Mr. McLaveuuin. Except as to the fuel tax. As to the fuel taxes, 
when they have earned 614 percent, they pay the tax from there on in. 

Mr. Roosevetr. Suppose they didn't make 614 percent on their 
operations within the District, but suppose they were making a very 
large profit on this, or a good-sized profit, let us say, on this limousine 
service. 

They could still buy ~ fuel here in the District, and escape the 
fuel tax, and get at least one fuel tax-free ride one w: iv up to New 
York, and then they eal | have to pay the tax in New York. 

Mr. McLavenuin. Mr. Roosevelt, the Corporation Counsel ruled 
out the local limousine service and they have paid the tax on the fuels 
used by the local limousine service, some $700, under protest, and we 
assume that they are going to attempt to get that back. 

But may I consult with Corporation Counsel on this question as to 
whether such services as this would not fall within his opinion ? 

The Cuarrman. Ask him to come around and join you, if you will. 

Mr. McLavenui. Mr. Chester H. Gray, Corporation Counsel. 

The CuarrmMan. We want to be courteous to you gentlemen. You 
are very nice to come up here and cooperate with us. If you know of 
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any others who are here, who may like to comment, it will be per- 
fectly all right. 

Commissioner Kertz is already at the table now. Identify your- 
self for the record, Mr. Kertz. 

Mr. Kerrz. Harold A, Kertz. 

The Cuamman. And Corporation Counsel ? 

Mr. Gray. Chester H. Gray, sir. 

Mr. McLavueuurn. Mr. Chairman, we also have Lloyd Harrison, 
who is the Special Assistant to the Corporation Counsel, who acts 
as ¢ ounsel for the Public Utilities Commission. 

The Cuairman. Have him come around. 

Is Commissioner Karrick here? 

Mr. McLaveuuin. He had another engagement. 

Mr. Roosrveir. Did you understand the question ? 

Mr. Gray. I think I understood the question. 

In my opinion the 6% percent return is de ‘finitely tied to the mass 
transportation business. 

For example, section 4 provides : 

As an incident thereto, Congress finds that an opportunity to earn a return 
of at least 6144 percent net after all taxes properly chargeable to transportation 
operations, including but not limited to income taxes, on either the system rate 
base or on gross operating revenues would not be unreasonable. 

So I think that if I understood your question, that 644 percent rate 
of return must be tied specifically to the mass trans sporti ition busi- 
ness. 

Mr. Roosrvetr. And, therefore, the profits that they make on other 
businesses, which, let us say, spring from their ability to h: ave come 
into the business in the District and monopolize the District in mass 
transportation, would not be taken into any consideration; and the 
schoolchildren’s fare, for instance, might be raised even though they 
were making plenty of money on the outside on other businesses which 
actually sprang from their operations within the District. 

Mr. Kerrz. May I add another reason to that, Mr. Congressman ? 

That is the mass transportation under the franchise act is limited to 
the metropolitan Washington area, 

Now, their operation from Washington to New York obviously 
would not be in the Washington metropolitan area; so, our inclina- 
tion would be to discard that in our consideration of determining a 
rate base and a rate of return. 

Mr. Roosrvetr. Although the company acquired its position, how- 
ever, due to the fact that it is established here under this act. In 
other words, what I want to ask particularly is: Could the company 
load up that limousine with tax-free gas and drive all the way to 
New York with that tax-free gas? ‘Not tax free, with the tax- 
exempt provision ? 

Mr. Kerrz. Well, now, your question originally was directed to- 
ward rate-making. 

Mr. Roosrvetr. No, not mine. 

Mr. Brown’s was, but mine is directed to this operation, to this 
proposed operation. And I want to know how much advantage ac- 
crues to the D, C. Transit Co. as a result of present interpretaticn of 
the act. 











54 SIGHTSEEING BUSINESSES IN THE DISTRICT OF COLUMBIA 


Specifically: What happens to the gas that goes into that car to 
drive it from here to New York? 

Mr. Kerrz. He would have to pay tax on it. 

Mr. Roosevett. He would have to pay full tax. 

To whom ? 

Mr. Kerrz. If he buys it in the District, to the District. 

Mr. Roosrverr. Are they doing it today, as far as you know, on 
bus service that goes outside of the. District ? 

Mr. Kerrz. Well, the only bus service— 

You are speaking about mass transportation or charter service? 

Mr. Roosrvert. Charter service, I am talking about. 

Mr. Kerrz. I assume they are. 

Mr. Roosrvett. Don’t you know? I am not asking you to assume. 
I want to know whether they are or not. 

Mr. Kerrz. I don’t know. 

Mr. Roosrvett. Who does know ? 

Mr. Farx. That is one of the matters Mr. MacIntyre asked me if 
I would look into. 

The CuarrmMan. We'll make it a matter of record. 

Mr. Roosevett. Yes, we will make that a matter of record, too, and 
I would appreciate it if we could have some opinion as to whether or 
not they are not paying, whether the same provision would attach to 
any other service, whether it is a charter service by bus or charter 
service—rather, a noncharter service, actually reserved space service 
such as this limousine service is. 

Mr. McLaveutin. Mr. Roosevelt, it is my understanding that with 
respect to buses, they are not paying the gasoline cr diesel fuel tax, 
whether it is used in mass transportation service or in sightseeing 
service. But as to limousines, they are, and that falls under the 
Corporation Counsel’s s interpretation of last November. 

Now, if they drive—if they use limousines in going to New York, 
that will fall under the limousine decision of the C orporation Counsel. 

But may I ask to get the record clear, it is true, isn’t it, that they 
are not paying fuel taxes on any buses used in the sightseeing service. 
That istrue. I wanted to get that straight. 

Mr. Rooseverr. if he substitutes a bus for a limousine, he gets his 
tax-free—he gets his gas tax-free. 

Mr. McLaveutty. Certainly within the District of Columbia, Mr. 
Roosevelt. 

Mr. Roosevetr. Certainly if he buys it in the District of Columbia. 

Mr. McLavueurtn. Yes. 

Mr. Roosevett. It is too deep for me, Mr. Chairman. 

The Cuarrman. Mr. McLaughlin, after we hear Mr. Chalk on 
Friday, it is possible we would like to hear you. Will you be in the 
city then, on Friday ? 

Mr. McLaveuurn. Yes, sir. 

The Cuatrrman. We will call you and let you know in advance. 

Mr. McLavueurin. Yes,sir. I will be here. 

The Cuarrman. Some time Friday afternoon, possibly. 

Now, does either one of you gentlemen want to supplement your 
statement that vou have made here or make any additional statements ? 

Mr. McLavenutn. Mr. Chairman, if any of them desire to correct 
anything I said 
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The Cuarrman. That will be all right. You can extend your re- 


marks in the record and bring out any point that you desire. 
ton} « 


We thank you very much for your kind cooperation. 
Mr. McLavueuturn. Thank you, sir. 
The Cuatrman. The committee will stand in recess until Friday 


at 2 p. m., in this same room. 


(Whereupon, at 4:07 p. m., the hearing was recessed to reconvene 


at 2 p.m., Friday, May 16, 1958.) 











COMPLAINTS OF SMALL- AND INDEPENDENT-BUSI- 
NESS MEN OPERATING SIGHTSEEING BUSINESSES 
IN THE DISTRICT OF COLUMBIA 


FRIDAY, MAY 16, 1958 


Houst or REPRESENTATIVES, 
Seitecr Commirree To Conpuctr a Stupy AND 
INVESTIGATION OF THE PROBLEMS OF SMALL BUSINESS, 
Washington, D.C. 

The committee met, pursuant to recess, at 2:05 p. m., in room 1302, 
New House Office Building, Hon. Wright tunes (chairman), pre- 
siding. 

Present: Representatives Patman (chairman) and McCulloch. 

Also present: Everette MacIntyre, chief counsel; Clarence D. 
Everett, staff member; Marie M. Stewart, clerk; and Victor P. Dal- 
mas, adviser to the minority members. 

The CuatrmMan. The committee will come to order. 

Mr. MacIntyre, you may call the first witness. 

Mr. MacIntyre. I would like to ask that Mr. Falk, the Chief Ac- 
countant for the Public Utilities Commission return to the stand for 
pust a few minutes. 

The Cnamman. You may proceed. 


TESTIMONY OF J. WILLIAM FALK, CHIEF ACCOUNTANT, PUBLIC 
UTILITIES COMMISSION, DISTRICT OF COLUMBIA—Resumed 


Mr. MacIntyre. Mr. Falk, when you were testifying on Monday, a 
question was asked you and other officials of the District of Columbia, 
regarding the payment of mileage taxes on busses running over roads 
in nearby States. 

Do you recall that ? 

Mr. Fax. Yes, sir. 

Mr. MacIntyre. And the record was left with a showi ing that some 
States do collect such milage taxes and you had stated that Virginia 
did. 

Mr. Faux. Yes, sir. 

Mr. MacIntyre. Since then you have been asked to ascertain how 
much mileage tax was paid to the State of Virginia by the D. C. Tran- 

sit Co. in the last fiscal year, and you have informed us that such 
payment amounted to $1,117.68. 

Is that correct ? 

Mr. Faux. That is correct; yes, sir. 

Mr. MacIntyre. And you did that in a letter addressed to me under 
late of May 13, 1958. 

Mr. Fak. That is correct; yes, sir. 
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Mr. MacIntyre. Mr. Chairman, I hand you the document. 

y Y r* . . . . . 

The Cuamman. Without objection, the letter will be put in the 
record. 

(The letter referred to will be found on p. 23.) 

Mr. MacIntyre. And then you were asked what payments were 
made to other States by the D. C. Transit Co., in its operation of busses 
out of the District into and over their highways; weren’t you? 

Mr. Fax. That is correct; yes, sir. 

Mr. MacIntyre. And you made such a study, and you reported the 
result of that study in a letter addressed to me under date of May 15, 
1958. 

Do you recall that ? 

Mr. Faux. That is correct: yes, sir. 

Mr. Macintyre. Do you have a copy of that before you? 

Mr. Fax. Yes, sir; I do. 

Mr. MacIntyre. I would like for you to read the second paragraph 
of that letter, if you would, please; the second and third paragraphs 

Mr. Fak. Second and third ? 

Mr. MacIntyre. Well, commencing with the second paragraph. 

Mr. Faux. Yes, sir. 

Reports filed with this Commission ‘show no payments of motor fuel taxes il 
any States other than Virginia referred to in my letter of May 13, 1958. Wit! 
specific reference to Maryland operations of D. C. Transit System, In 
motor fuel taxes are paid to Maryland either on regular passenger operations 
charter and sightseeing operations 

It is my understanding that under a reciprocal arrangement arrived at son 
years ago between the District of Columbia and Maryland officials, the loca] 
transit company purchases all of its motor fuel in the District of Columbia, and 
incurs no liability for Maryland motor fuel taxes on its extensive operations 
in that State. 

Under the same arrangement, a Maryland bus company, WMA Transit Com- 
pany, purchases all of its motor fuel in Maryland and incurs no liability for 
District of Columbia fuel taxes, even though it has extensive operations within 
the District of Columbia. With specific reference to charter trips to Charles 
Town, W. Va., or to Gettysburg, Pa., no motor fuel taxes would be paid other 
than for that portion of any trip in Virginia, assuming there were no purchases 
motor fuel outside of the District of Columbia. 

I am also advised that the requirements for payment of motor fuel taxes in 
Virginia, based on miles operated within that State, does not apply to limousine 
operations since it is applicable only to vehicles with a seating capacity of more 
than seven passengers in addition to the driver. 


Mr. MacIntyre. So, to sum up, the only taxes either on a mileage 
basis or fuel gas tax paid by the D. C. Transit Co., to any of these 
States would be to the State of Virginia on vehicles seating more 
than seven ¢ 

Mr. Faux. That is my understanding; yes, sir. 

Mr. MacIntyre. And in 1957, the total tax paid to the State ot 
Virginia on vehicles seating more than 7 was $1,117.68. 

Mr. Fark. That is correct: ves, sir. 

Mr. MacInryre. I believe that will be all at this time, Mr. Falk. 
We will want to recall you after the other witnesses have testified. 

The CHAIRMAN. Just a moment. 

Would you like to place this second letter in the record, or has lie 
covered it ? 

Mr. MacIntyre. I believe it ought to go in. 

The CuarrMan. Without objection, it will be placed in the record 
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(The document referred to is as follows :) 


PUBLIC UTILITIES COMMISSION, 
OF THE DISTRICT OF COLUMBIA, 
Washington, D. C., May 15, 1958. 
Mr. EVERETTE MACINTYRE, 
General Counsel, Select Committee on Small Business, 
House of Representatives, 
129 House Office Building, Washington, D.C. 

DeaR MR. MacIntyre: With further reference to charter and sightseeing op- 
erations of D. C. Transit System, Inc., the following additional information is 
furnished at your request. 

Reports filed with this Commission show no payments of motor fuel taxes in 
any States other than Virginia, referred to in my letter of May 13, 1958. With 
specific reference to the Maryland operations of D. C. Transit System, Inc., no 
motor fuel taxes are paid to Maryland either on regular passenger operations 
or charter and sightseeing operations. It is my understanding that under a 
reciprocal arrangement arrived at some years ago between District of Columbia 
and Maryland officials, the local transit company purchases all of its motor fuel 
in the District of Columbia and incurs no liability for Maryland motor fuel taxes 
on its extensive operations in that State. Under the same arrangement, a Mary- 
land bus company, W. M. A. Transit Co., purchases all of its motor fuel in 
Maryland and incurs no liability for District of Columbia motor fuel taxes, 
even though it has extensive operations within the District of Columbia. 

With specific reference to charter trips to Charles Town, W. Va.. or to Gettys- 
burg, Pa., no motor fuel taxes would be paid, other than for that portion of any 
trip in Virginia, assuming there were no purchases of motor fuel outside the 
District of Columbia. 

I am also advised that the requirement for payment of motor fuel taxes in 
Virginia, based on miles operated within that State, does not apply to limousine 
operations, since it is applicable only to vehicles with a seating capacity of 
more than seven passengers in addition to the driver. 

I trust the foregoing is the additional information desired. 

Very truly yours, 
J. W. Fark, Chief Accountant. 


The CHatrman. Do you want to ask any questions, Judge Mc- 
Culloch ? 

Mr. McCutiocn. No. 

Mr. MacInryre. Mr. Chester Atwood. 


TESTIMONY OF CHESTER M. ATWOOD, PRESIDENT, ATWOOD 
TRANSPORT LINES, INC., WASHINGTON, D. C.—Resumed 


Mr. MacInryre. Mr. Atwood, I think you appeared to testify Mon- 
day of this week. 

Mr. Arwoop. Yes, sir. 

Mr. MacIntyre. And no questions were asked you because you 
were asked to step aside at that time for the District of Columbia 
officials who were ready to testify. 

Mr. Arwoop. Right. 

Mr. MacIntyre. Now, we would like to ask you at. this time this 
question : 

You, I believe, as you testified last Monday, operate charter buses 
and a bus line into and over the roads of Maryland. 

Mr. Arwoop. Yes, sir. 

Mr. MacIntyre. Will you briefly describe again those operations 
insofar as they go into and over Maryland roads? 

Mr. Arwoop. Well, we operate 5 round trips a day, or 5 round trips 
in 24 hours. 
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Mr, MacIntyre. To what points? 

Mr. Arwoop. To Patuxent Air Base; that is at Cedar Point, Md. 

Mr. MacIntyre. And do you do charter runs with your buses to 
Gettysburg and to the race tracks in Maryland, and the like ? 

Mr. Atrwoop. We go all over the country, sir. 

Mr. Maciyryre. Throughout Maryland, anyway. 

Mr. Arwoop. Yes, sir. _ : a 

Mr. MacIntyre. What about your gasoline taxes? 

Mr. Arwoop. We don’t pay any gasoline tax in Maryland, unless 
we buy gasoline in Maryland. 

We only pay gasoline tax to the State of Virginia and the District 
of Columbia. 

Mr. MacInryre. You do, though, pay gasoline taxes on all gaso- 
line purchased in the District of Columbia q 

Mr. Arwoop. Yes. 

Mr. MacInryre. Even though that gasoline is used in the State of 
Maryland? 

Mr. Atwoop. Yes, sir. 

Mr. MacIntyre. Now, in the payment of that tax and in the use 
of the gasoline on which you pay that tax, you are in competition 
with the D. C. Transit Co. 

Mr. Arwoop. Yes, sir. 

Mr. MacInryre. I believe that is all, Mr. Chairman. 

The CuatrMan. All right. 

Any questions ? 

Mr. McCutxocn. I would like to ask one or two questions. 

What kind of vehicles do you operate with respect to passenger 
carrying capacity ? 

Mr. Atwoop. We operate 29, 37, and 45 capacity buses. 

Mr. McCutxiocu. Would you please state for the record to the best 
of your knowledge what the gasoline cost per mile is for each of those 
vehicles? 

Mr. Atrwoop. The individual miles, how much it costs for gasoline 
for the individual mile? 

Mr. McCutiocn. Yes. Or per hundred miles: whatever is the 
easiest figure. 

Mr. Atrwoop. We get approximately 514 miles per gallon, and that 
costs us 231, cents a gallon. 

Mr. McCutiocu. Would you know, from your memory, the total 
amount of gasoline tax or liquid fuel tax that you paid in the calen- 
dar year 1957 in your bus operations? 

Mr. Arwoop. No, sir: I don’t have that figure with me. 

Mr. McCutrocu. Would your accountant be able to supply that in- 
formation without too much trouble? 

Mr. Arwoop. Yes, sir. 

Mr. McCutioven. Would you please supply it for the committee. 

Mr. Arwoop. Yes, sir. 

The CuatrmMan. Without objection, it will be inserted in the record 
at this point. 

(The material referred to is as follows:) 


ToTaL AMOUNT OF GASOLINE TAX FOR YEAR 1957 


$11,311 gasoline taxes were paid in the calendar year 1957 in our bus opera- 
tions. 
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The Cuatrman. That isall, Thank you, sir. Call the next witness. 
Mr. MacIntyre. Mr. Robert Mitchell 


TESTIMONY OF ROBERT T. MITCHELL, EXECUTIVE VICE PRESI- 
DENT, A. B. & W. TRANSIT CO., ALEXANDRIA, VA. 


Mr. Mircuetvu. I have not delivered the copies of my statement to 
the clerk. If you would like me to do so, I will be glad to do that. 

The Cuamman. All right. 

You may proceed, Mr, Mitchell. Identify yourself for the record, 
first, please. 

Mr. Mircuetit. My name is Robert T. Mitchell, and I am the execu- 
tive vice president of the Alexandria, Bareroft, and Washington 
Transit Co., which operates under the trade name, “A. B. & W. 
Transit Co.” 

My office is located in Alexandria, Va., at 600 North Royal Street. 

I have been engaged in the local transit industry in the Washing- 
ton, D. C., area for more than 30 years. During that period of time, 
I have had experience in street electric railway operation as well as 
motor coach. 

I am a past president of the Virginia Passenger Bus Association 
and am at present a member of its board of directors and chairman 
of its tax subcommittee to the legislative committee. I am also a 
member of the board of directors of the American Transit Associa- 
tion, chairman of its legislative committee, and a member of the law 
committee. 

I appear here today at the request of the chairman of this com- 
mittee and intend to restrict my remarks to matters pertinent to the 
issues as outlined by the chairman’s statement, which opened the hear- 
ings on Tuesday. 

The A. B. & W. Transit Co. is engaged in the mass transportation 
of persons by motor coach in the Washington, D. C., and northern 
Virginia area, 

The c ompany holds appropriate operating authority from the Inter- 
state Commerce Commission, the Virginia C orporation Commission, 
and the Public Utilities Commission of the District of Columbia to 
conduct the services to the public. A. B. & W. employs practically 
400 persons, has 215 motor coaches licensed, and does a gross business 
of approximately $3 million annually. 

In addition to its regular route operations, A. B. & W. engages in 
special and charter operations of persons by motor bus. We do not 
engage in individual sightseeing services. except to the extent that 
the regular sightseeing companies in the area lease our buses to aug- 
ment their fleets. 

In my opinion, the most challenging aspect of the transit business 
today is the ability of the operators of a transit system to utilize its 
buses in revenue operations during the off-peak periods, that will 
relieve the pressure on fare levels for the regular users of the service. 

However, there can be no sound reason for operating the vehicles 
in off-peak periods at rates that result in a cost of operation which 
is in excess of the revenue received. 
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If this is done, then the regular users of the service are being called 
upon to subsidize a service which is not required by the franchise, or 
certificate, of the transit company. 

The D. C. Transit System, Inc., entered the field of special, charter, 
sightseeing and limousine service, in a much more aggressive manner 
than its predecessors had engaged therein prior to August 1956. 

It is not my intention to criticize it for having done this. As a 
matter of fact, it is not what they have done, but how they have gone 
about it. 

The D. C. Transit’s desire to enter the charter field in Virginia, 
which its predecessors had not done, and concerning which there is 
some question as to the extent of their authority to do so, D. C. Transit 
organized a Virginia corporation and secured permits to do certain 
intra- Virginia business. It then bid on all United States Government 
bus services which were offered to commercial operators in the Wash- 
ington area. 

In May 1957 it submitted bids to perform certain services for various 
governmental agencies which included a bid to the Potomac River 
Naval Command for transportation of a group of WAVES residing 
in governmental establishments known as Quarters K, in Arlington, 
Va., adjacent to the Arlington Navy Annex, to and from their places 
of employment in the District of Columbia. 

The services to be performed under that contract require 6 buses 
in the morning rush hours and 5 buses in the afternoon rush hours, 
Monday through Friday. The total mileage to be operated in this 
service for 1 year was 45,773 miles, of which 20,650 miles were in the 
District of Columbia and 25,123 in the Commonwealth of Virginia. 

The D. C. Transit System bid a total price of $41,099.74, and A. B. 
& W. bid the same amount it had received for the previous year’s 
operation—$41,910. 

A. B. & W. calculated the following taxes in its bid, which it knew 
it was obligated to pay: 


1 cent per mile to the District of Columbia government on the mileage to 


be operated in District of Columbia____~~~-- . $260. 50 

2 percent gross receipts tax to Virginia on the Vir; ginia portion. of the 
operation Ries 460. 09 

6 cents per gallon ¢ on fuel used in the service, to either Virginia or Dis- 
trict of Columbia allocated according to the mileage operated___._.. 734. 34 
Total direct taxes és annie — 5 --. 1, 400. 98 


I do not know what wattion of ie Virginia taxes D. C. Transit 
System is paying on this operation, but I do know that they did not 
have to pay the District of Columbia taxes on mileage or fuel 
consumed. 

My company filed a protest with the contracting officer and with the 
Interstate Commerce Commission, contending that D. C. Transit did 
not have common carrier rights to originate business in Virginia. 

In answer to this protest, D, C. Tr: sit filed an application with the 
Interstate Commerce Commission, requesting temporary authority, 
based on an immediate and urgent need for the service, for a permit to 
perform the service as a contract carrier. 

The Commission did, under the pressure of this being a service for 
a governmental agency and the D. C. Transit System ‘being the low 
bidder, issue the requested permit. 
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My company and others in the area appealed this decision to the 
courts, but the court refused to set cad the Commission’s order. 

It was argued before the court that this service was to be per formed 
for the Government, that there was an immediate and urgent need for 
the D. C. Transit’s service—not withstanding the fact that A. B. & W. 
had been performing the service for 4 years under its common carrier 
rights and was performing it on the day the matter was brought before 
the court. 

The matter of a permanent authority to perform the service was set 
down for hearing by the Commission and several days of hearings 
were held in the fall of 1! DOT, before joint boards composed of repre- 
sentatives of the District of Columbia Public Utilities Commission, 
the Public Service Commission of Maryland, and the Virginia Cor- 
poration Commission, along with an examiner of the Interstate Com- 
merce Commission. 

Every common carrier by motor bus in the Washington area opposed 
D. C. Transit in this hearing as did the National Bus Traffic Associa- 
tion, which re presents several hundred bus operators throughout the 
Nation. 

The entire industry is solidly behind the principle that this type of 
service is common carrier service and that the operator of the regular 
route service in the area is entitled to the special or chartered service 
to be performed in that area, whether it be for the Government or 





others. . 

March of 1958, the recommended order of the joint board and 
examiner was issued, and they found that the involved services were 
common carrier services and not contract carrier service under 
which D. C. Transit System was then performing the service. 

The Commission has not finally acted upon the recommended order 
of the joint board and examiner. However, D. C. Transit continues 
to render the service and A. B. & W. is deprived of the revenue it had 
enjoyed for 4 y years. 

In all the years that my company has competed with the transit 
companies operating in and around the Washington area, ike have 
always been able to secure their share of the business. However, we 
suddenly find ourselves in a position of competing with an operator 
who has substantial tax concessions, which we do not have, and who 
is willing to use these concessions to invade the other fellow’s field. 

D. C. Transit has successfully underbid every other operator in the 
area on practically every governmental invitation to bid in the past 
year and, as a consequence, is hogging the market. 

I am not willing to concede that D. C. Transit is a better operator 
than my company. I must take the position that the advantages 
which it has been given are what makes it possible for it to be in the 
favored position it now occupies. 

Unless existing carriers can compete fairly under equal treatment, 
the entire metropolit: in area must necessarily suffer. 

In my opinion, the welfare of our communities surmounts the selfish 
desires of any single operator. 

The Cnairman. Judge McCulloch, if it is all right with you, I will 
let the counsel develop the information first, before we interrogate him. 

Mr. McCunrocu. All right. 

The CHarrmMan. You may proceed. 
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Mr. MacIntyre. I have only one question. It is this: 

How much of this Government contract work in terms of dollars 
do you consider that the D. C. Transit Co. has this. year previously 
enjoyed by your company ¢ 

Mr. Mrrcue tu. In the neighborhood of $200,000 a year. 

Mr. MacIntyre. That is all. 

The Cuarrman. Any questions, Judge? 

Mr. McCutxocu. I have one question : 

Mr. Mitchell, may I conclude from your statement that you believe 
under present Federal laws and rules : and regulations pursuant thereto 
and the acting decisions of commissions lodged with authorities, that 
the D. C. Transit System, Inc., has a competitive advantage over other 
individuals, firms, ‘and corporations engaged in sightseeing, charter- 
ing, and other activities in the operation of 1 motor busses ? 

Mr. Mrreuet. My answer to that is “Yes,” and I would like to offer 
additional comments, if you will allow me. 

Mr. McCutxocu. I would be glad to. 

Mr. Mircuettz. I am not in disagreement with tax concessions for 
transit companies, because I operate one, and I feel that they are 
necessary. 

As a matter of fact, I just successfully received some in the State of 
Virginia. 

However, I see no need for tax concessions on special, chartered, and 
sightseeing operations of transit companies as against companies who 
do that as their regular way of making a living. 

I feel, further, that if these tax concessions are going to be granted 
to any transit company, they should be clothed with such protection 
that they cannot be misused. 

Mr. McCvtxocn. Have you or the association of which you are a 
member, which would be interested in this field, expressed your 
opinions and your conclusions to proper committees of the Congress 
on these matters which you have just testified on ? 

Mr. Mrrcuexy. No, I don’t believe that our association—I am speak- 
ing of American Transit Association—as such, has taken any position 
in this matter. 

Mr. McCutiocu. Do you believe that the laws should be amended 
to prohibit advantages to any system that is given a monopoly in the 
District of Columbia with respect. to its operations outside the Dis- 
trict? 

Mr. Mrrcneti. Yes, sir. I believe certain amendments and correc- 

tions are necessary, and I presume somebody else who follows me as 
a witness will probably point up the fact th ut the suburban operators 
in this area have been successful in having a bill introduced in this 
session of Congress which would relieve them of paying the mileage 
tax in the District of Columbia. They pay that tax on the basis of 
1 cent a mile for all miles operated in the District, which isa compara- 
tive tax to the 2-percent gross receipts tax which the D, C, Transit 
System, Inc., was relieved of paying with their franchise. 

However, we made no request to be relieved of the fuel tax in the 
District of Columbia. 

Mr. McCuttocn. Do you think that you can successfully compete 
with the D. C. Transit System if you would be paying the same 
taxes and subject to the same rules and regulations that that system 
is subjected to ? 
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Mr. Mircueny. Yes, sir; Ido. We have competed with their pred- 
ecessor for 27 years. I think we could continue to do so. 

The Cuarrman. Thank you, sir. 

Call your next witness, Mr. MacIntyre. 

Mr. MacInryre. Mr. Burroughs. 


TESTIMONY OF HENRY F. BURROUGHS, PRESIDENT, THE 
WASHINGTON GRAY LINE, INC. 


Mr. Burrovucus. Mr. Chairman, I have a prepared statement which 
I would like to read. 

The Cuatrman,. Yes, sir. You may proceed, Mr. Burroughs. 
Identify yourself for the record, please. 

Mr. Burrovens. My name is Henry F. Burroughs. I am president 
of the Washington Gray Line, Inc. 

Gray Line, of W ashington, along with some 100 other local sight- 
seeing companies in the United States, Canada, Mexico, Bermuda, 
Cuba, Puerto Rico, and Haiti, is a member of the trade association, 
the Gray Line Sightseeing Cos. Associated, but it is independent and 
locally owned, managed, “and operated—and has been for 54 years. 
The association has as its perpest the compiling of joint brochures 
and schedules, and publication of a national tour book containing a 
description of the tours offered ae each independent member of the 
association in each city, together with the operating schedules, prices 
of the tours, and the commissions paid to tour-selling agents. There 
is no financial affiliation or joint ownership among ‘the. independent 
member companies and each competes in its area with its own local 
capitis ul. 

My company began in the sightseeing business over half a century 
ago with horse-drawn carriages. We were located then at Sixth and 
Pennsylvania Avenue where the railroads and the C hesapeake & Ohio 
Canal had their junction. It progressed from horse-drawn carriages 
to electric-powered solid rubber-tired shays and then to wasoline- 
powered buses. When limousines were built my company added them. 
Today, after more than half a century of successful service, we are 
equipped with 50 fine buses and 12 limousines and employ 125 people. 

Our operations, like our capital and management, are local. We 
provide a number of different types of services in the Washington 
area. Among our most popular are scheduled sightseeing tours 
which we provide on an individual ticket basis. In addition, we 
also offer sightseeing tours for groups such as the high se hool senior 
classes which come in large numbers at this time of the year. Both 
the individual and the group tours here in W s ieataie of course, 
travel to the many points of interest in our Nation’s Capital and 
nearby areas and serve, we thing, an een int function in introduc- 
ing the citizens of the country to the National Government and the 
points of interest in the District of Columbia and nearby Virginia 
and Maryland. In addition, we also offer limousine service. 

In the years prior to August 15, 1956, my company competed in a 
free market with innumerable competitors. We all received equal 


treatment under the law. Among these competitors was Capital 
Transit Co., which ene only group tour business, not indi- 
vidually ticketed tours. Capital Transit Co. paid the same taxes 


as the other firms in the business. 
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Then came August 15, 1956, and Capital Transit’s successor, D. C. 
Transit, was among us with all of the advantages inherent in op- 
erating a sightseeing business as a sideline to a mammoth and monop- 
olistic transit business plus exemption from District of Columbia 
taxes. Very soon thereafter D. C. Transit unleased a vicious pro- 
gram to monopolize the sightseeing tour business—both individual 
and group—and the limousine and charter business as well. 

Mr. Chalk has publicly announced that my company was singled 
out for attack. He apparently believes he will soon drive us to 
our knees. 

Mr. McCutrocn. Mr. Chairman, I would like to interrupt the 
witness there. I am sorry it is necessary to interrupt the witnesses 
when they are reading a statement. 

That first sentence of that last paragraph can be verified by speech 
or copy thereof, can it? 

Mr. Burrovens. “Publicly announced that my company was 
singled out for attack” ? 

Mr. McCuttocn. Yes, sir. 

Mr. Burrovens. Yes, sir. Mr. Chalk announced to the press or 
released a letter to the press which supposedly was sent to this com- 
mittee in which he said that we were the big—my company was the 
big operator in the sightseeing business and that he had been battling 
with us. 

Mr. McCutiocu. What year was that statement made? 

Mr. Burrovens. That has been made in the last week, sir. 

Mr. McCctiocn. I would like to ask counsel to the committee, re- 
ferring to a prior record here, when the $200,000 loss of the D. C. 
Transit Co. was incurred. 

Mr. MacIntyre. For the fiscal year ending August 31, 1957. 

Mr. McCurLocn. Were you under attack at that time? 

Mr. Burroveus. Yes. 

May I proceed ? 

The CHatrmMan. You may proceed, sir. 

Mr. Burrovens. I note by the papers that out ofthe other side his 
mouth Mr. Chalk calls my company a monopoly and refers to us as 
“the big boy.” I want to make it unmistakably clear at this point 
that, while my company may at present be the largest in the local 
sightseeing business, it is far from a monopoly. We must have from 
75 to 100 companies operating in competition with us. And I call 
your attention to the testimony of Messrs. Hayes and McLaughlin 
at Monday’s hearing that prior to D. C. Transit’s entry into the busi- 
ness, the sightseeing and charter business had been highly com- 
petitive and operating at charges which were fair to the general 
public. 

Now let us have a look at the weapon of this monopoly campaign 
against the independent sightseeing companies. We find a mass 
transit monopoly with $25 million in funds, a saving of over $1 mil- 
lion per year in taxes, and the physical resources for such a plant and 
an indiscriminate willingness to have the transit riders and tax- 
payers finance his campaign. 

Having been on the receiving end of Mr. Chalk’s campaign, I can 
only say that T agree wholeheartedly with Commission McLaughlin’s 
statement to this committee last Monday where he stated, concerning 
PD. C. Transit, and I quote: 
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I think that they are not likely to have any very strong competition from new 
companies, and I would even go so far as to say that I think this is quite 
monopolistic. I think this situation that exists will certainly drive competition 
out of the field. 

He was entirely accurate in stating that D. C. Transit was compering 
against. the independent sightseeing companies from a preferentia 
position. He has advantages which we cannot match. 

ae as to D. C. Transit’s tactics in its monopoly campaign : 

First, a reduc oo of 40 percent in the group fares for conducted 
cing tours which had been charged ‘by Capital Transit since 
1950. This was done by making practically all sales of group sight- 
seeing tours on the basis of the charter r: ates which are lower and 
which supposedly do not include the services of a tour conductor. 
In January 1955, this reduction was increased to 50 percent. 

This was followed by the acquisition of 25 limousines and a re- 
duction of the going rates for such services to a point where in 
some cases the charges did not equal the chauffeurs’ wages. 

3. Simultaneously a large advertising program was instituted, in- 
cluding full-page newspaper ads, literature, brochures, tariffs, na- 
tional credit cards, direct mail, and other mediums, all distributed 
nationally. 

4. Next came the acquisition of the former Raleigh Hotel bar as a 
sightseeing sales center. This was extravagantly remodeled, dubbed 
“Sightseeing Headquarters in Your Nation’s Capital” and paid for 
out of transit funds. 

Every mass transit trolley car carries a sign on its front ad- 
eniiias the sightseeing he: adquarters and every bus carries the same 
message across its rear. This outdoor, mobile advertising alone is 
worth $100,000 to $1: 50,000 and was sold "for approximately this figure 
by Capital Transit some years ago. This does not include adver- 
tising inside the stations and buses. A single card in all streetacrs 
and buses would cost an independent advertiser more than $2,500 per 
month. 

6. With this came the introduction of tours for individuals for the 
first time, separate tours of the city, public buildings, Mount Vernon, 
Arlington, the embassies and churches, Annapolis, and the Skyline 
Drive. This was a service that Capital Transit had never rendered. 
These individual tours were almost carbon copies as to itinerary and 
schedules of the services of my company, but at per person price re- 
ductions of 50 cents to $2 each. These tours were described in ex- 
pensive four-color brochures nationally distributed. 

7. Shortly after this costly distribution, Mr. Chalk scrapped his 
prices and approached from the flank. He brought his prices to those 
charged by my company, but increased the selling agent’s com- 
mission by 40 percent. 

8. Since Mr. Chalk had no knowledgeable personnel for this type 
of operation, he also started a raid on our personnel roster. 

9. His service required more deluxe equipment, so 10 special buses 
were acquired and extravagantly reconditioned in the Transit shops. 

10. Now sightseeing sales offices are being constructed by Transit 
personnel on the highw: ays leading into the city to reach the motorist 
before he arrives in the city. 

11. Sales offices have been established in New York and Chicago. 
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= : 
business for D. C. Transit. And they certainly have—by taking that 
business away from the independent operators. But the essential 
point is that no operator in the sightseeing business in Washington— 
D.C. Transit or the independents—can engage in all of these practices 
without operating at a substantial loss. They are totally uneconomic. 
These hearings have established as a fact something that before was 
only a suspicion—that D. C. Transit was and is deliberately operating 
its sightseeing, charter. and limousine services at a loss. I doubt 
whether Mr. Chalk would operate at a loss unless he had another 
purpose in mind. The obvious purpose here is to drive the inde- 
pendents out and to extend his transit monopoly into the sightseeing 
and charter business as well. He can afford ‘to carry these losses 
because they are made up from transit revenues and subsidized by 
streetcar and bus riders. 

According to a recent decision of the Public Utilities Commission, 
the limousine service alone as at August 15, 1957, sustained a loss of 
$78,000—a loss which was made up from transit. revenues and under- 
written by the transit riders. 

Then we have the estimate of Mr. Falk, chief accountant for the 
Public Utilities Commission, that the sightseeing and charter busi- 
ness operations sustained an additional loss of at least. $111,000— 
again paid for by the transit riders, 

This sightseeing and charter loss was used as a deduction against. 
D. C. Transit’s mass transportation earnings in order to enable the 
company to obtain a $375.01 )-plus gasoline tax refund. 

Despite these losses, D. C. Transit has continued an extravagant 
advertising campaign to promote and sell its limousine, sightseeing, 
and charter bus services, In January of this year it further reduced 
its group sightseeing rates, and assigned additional people to the 
sightseeing sales staff. All of this, of course, is at mass transit ex- 
pense and on the mass transit payroll. 

The members of this committee will recognize that no independent 
businessman could sustain losses of this type for very long and stay 
In business. The sightseeing division of D. ©. Transit can—but 
only because its losses are minimized by tax exemption and are sub- 
sidized by profits from the much larger transit business where that 
company enjoys & monopoly. 

Mr. McCutiocu. Mr. Chairman, I would like to ask a couple of 
questions at that point. 

The Cuatrman. You may proceed. 

Mr. McCutzocu. Does the Capital Transit Co. in having its rates 
fixed by the Public Utilities Commission, or whatever the regulatory 
body is called in the District, have the right to deduct the losses 
occasioned in this type of business ? 

Mr. Burrovens. At that point, sir, the losses as found by the Public 
Utilities Commission have been deducted from transit revenues, 


Now all of these practices are designed to develop sightseeing 


Mr. McCutiocn. And the rates charged to riders of their regular 


transit service in the District of Columbia then reflect the loss oc- 
casioned in this division of the activities which they carry on, 

Mr. Burrovens. Yes, sir. 

Mr. McCuiiocn. Thank you. 

The Cuairman. You may proceed, sir. 
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Mr. Burroveus. Now what effect has this activity had on my com- 
pany? For the past 54 years with local capital and constant service 
improvements we have expanded. Today we are going backward. 
Since the arrival on the scene of D. C. Transit we have lost $160,000 
in firmly booked orders which have been transferred at the last mo- 
ment to D. C, Transit, In one case, my company lost a key employee 
of 10 years’ standing who joined D. Transit’s sales staff and im- 
mediately solicited a tour company which for years had patronized 
our services. He offered a $5,000 lower rate. As a result, a $40,000 
order which had been booked with us foi bes! ansferred to D. C. Transit. 
This same former employee is now carrying on a diligent campaign 
to transfer bookings from our eet to D. C. Transit at reduced 
rates, 

Mr. McCutsocn. Mr. Chairman, I would like to ask a question 
there. 

The Cuairman. Go ahead. 

Mr. McCutxtocu. Would you care to tell this committee what your 
profit was on that contract which you lost by reason of this $5,000 
lower rate which was offered by your competitor? The profit. you 
made the last year on that contract, 

Mr. Burrovens. Sir, I would say 10 percent. 

Mr. McCeutsocu. What would that be in dollars? 

Mr. Burrovucus. $4,000. 

The CuairMan. You may proceed. 

Mr. Burrovens. Loyal customers of many years’ standing have been 
advised to get on the D, C. Transit bandwagon as the Gray “Line could 
not survive very long. When our guides meet the tour conductors 
from out of town who have conducted their tours on Gray Line buses 
for years and are now on the D. C. Transit buses, the tour conductors 
apologize and state that, while the service is not up to Gray Line 
standards, D, C. Transit’s prices are so attractive that they cannot 
pass them up. Our guides are rushing back to my office to learn how 
long they can expect to hold their jobs under such conditions. 

The independent sightseeing companies of Washington cannot meet 
this competition. We do not have resources, accumulated in a tax- 
exempt monopoly secure from competition, to throw into a campaign 
to meet Mr. Chalk’s persistent price-cutting, unfair competition and 
preferential sales campaign based on an abuse of special privileges 
granted by Congress. We appeal for relief to meet this dangerous sit- 
uation, which is, as Commissioner McLaughlin accurately “described 
it, “monopolistic.” 

[ speak for the other independent sightseeing companies of Wash- 
ington when I say that I am heartened “by this committee’s investiga 
tion and by the sincere expression of concern by the District of Colum- 
bia Board of Commissioners and the Public Utilities Commission. 

Specifically, [ am heartened by the statement of Commissioner 
McLaughlin that he frankly recognizes the inevitability of monopoly 
if something is not done to stop D. C. Transit’s campaign of abusing 
its privileges; by the statement of Mr. Falk that the sightseeing losses 
should not be subsidized by and charged to the tr ansit riders over 
whom D. C. Transit already enjoys a monopoly; and by Mr. Hayes’ 
frank ac ‘knowledgme mnt that the regulatory powers of his local Com- 
mission in the District are inadequate to meet problems of unfair com- 
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petition in the sightseeing business throughout the entire metropolitan 
area. 

To my mind, three measures of relief are required : 

1. In the first place, it is essential that Congress establish that it 
did not intend to extend a wholly unjustified tax exemption to D. C. 
Transit’s gasoline, equipment and real estate used in the sightseeing 
business. The other sightseeing companies enjoy no such tax conces- 
sions. At the very outset, this discrimination puts them at a severe 
disadvantage. 

2. Second, it is essential, in terms of rate regulation of D. C. 
Transit’s mass transportation monopoly, that the company not be per- 
mitted to charge its losses in sightseeing to the transit riders. These 
losses have been incurred in a monopolistic campaign against the in- 
dependent sightseeing companies. The campaign is unfair but it is 
doubly inequitable to allow D. C. Transit to subsidize it out of transit 
fares. 

3. Third, it is essential that the terms of the competitive battle be 
equalized. We do not oppose competition; the tour sightseeing busi- 
ness has been competitive now for half a century in Washington. But, 
we do believe that it is against the public interest to permit a monopoly. 

As Mr. Hayes pointed out on Monday, it will not be enough if the 
District Public Utilities Commission merely exercises rate regulation. 
In the first place, the Commission’s power does not extend beyond the 
District line and the bulk of sightseeing tours in the area go into Vir- 
ginia and Maryland; in the second place, D. C. Transit’s campaign has 
used tactics of unfairness entirely outside the rate field, such as raid- 
ing personnel. As Mr. McLaughlin pointed out on Monday, in fact, 
D. C. Transit’s monopoly campaign in the sightseeing field is pri- 
marily based on its excessive advertising and promotional costs. It 
includes not only general rate reductions but also special commissions 
to sales agents and other favors. Mr. Swan’s loss of his concession at 
the Stratford Hotel through excessive commissions and outright pres- 
sure tactics is only one example. Rate regulation, in other words, is 
not enough. 

Nor will it be enough for the Commission merely to segregate the 
expenses of the sightseeing business on D, C. Transit’s books. Such 
segregation on the books of a single giant corporation such as D. C. 
Transit has inherent difficulties; allocation of costs and assets, as any 
businessman knows, is a matter of judgment and is highly unsatisfac- 
tory. Mere accounting separation is not going to even up the terms 
of the competitive struggle. T might cite innumerable examples where 
allocation attempts would default, such as what percentage of storage 
costs of vehicles might be allocated, what percentage of depreciatian 
costs might be allocated. 

In this connection T might say that T have come to regard Mr. Falk 
as a tremendously able utility accountant, but my own estimate of the 
losses of D. C. Transit in the limousine and sightseeing and charter 
business are considerably in excess of the $200.000 loss estimated by 
Mr. Falk. An excellent example of the difficulty is the matter referred 
to in Mondav’s hearing concerning the opening of a sightseeing sales 
stand in Aberdeen. Md., which D, C. Transit remodeled and improved, 
including the building of approach roads—all with personnel on the 
mass transit payroll. Apparently this was done in this manner, in- 
cluding a daily cost of 6 hours of travel time round trip from Wash- 
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ington, D. C., for each workman, in order to avoid a bill from a private 
contractor which would be spotted by PUC accountants. While the 
PUC accountants may require specific allocation of this item and its 
disallowance for rate purposes, there are and undoubtedly will be 
many other examples of mixed charges which will escape attention. 

The heart of this matter, and the reason why this committee’s in- 
vestigation is so directly in the public interest, lies in the fact that a 
giant public utility with resources secure from competition has reached 
out in a studied effort to dominate and monopolize a competitive side- 
line business. In this there is a basic unfairness. D.C. Transit begins 
its battles against competitive businessmen in sideline industries such 
as mine with the resources of funds, equipment and labor of a secure 
monopoly. This is against the public interest. 

There is no reason for it. D, C. Transit was granted its array of 
special privileges by Congress because the public needed mass trans- 
portation. ‘There was no public need to endow D. C. Transit with 
the unfettered right of entry into a host of nonutility enterprises, such 
as helicopter operations, office buildings, shopping centers, bus engine 
and parts business, and sightseeing services. 

We strongly urge that D. C. Transit be restricted to the field that 
Congress intended it to concentrate on: mass transportation. We 
strongly urge that to permit it to engage in sidelines will inevitably 
create monopolies or situations of unfair competition in those side- 
lines. 

For this reason, we feel that D, C. Transit, while enjoying tax 
exemptions and a franchised monopoly in a business so huge as mass 
transportation, should not be permitted to enter sideline businesses. 
It is grossly unfair to require independent businesses which are not 
sideline enterprises and which cannot subsidize their operations with 
monopoly profits to attempt to compete on these terms. 

The Cuatrman. Thank you, sir. 

Mr. MacIntyre, would you like to ask any questions? 

Mr. MacIntyre. No. 

The Cuarrman. Mr. McCulloch ? 

Mr. McCutiocn. No. 

The Cramrman. You may stand aside. Thank you very kindly for 
your testimony. . 

Call your next witness, Mr. MacIntyre. 

Mr. MacInryre. Mr. Walsh. 


TESTIMONY OF MARVIN E. WALSH, VICE PRESIDENT, SECRETARY, 
AND GENERAL MANAGER OF SAFEWAY TRAILS, INC. 


The CHarrman. Identify vourself for the record, Mr. Walsh, and 
you may proceed. 

Mr. Wausn. Mr. Chairman, my name is Marvin E. Walsh. I am 
vice president, secretary, and general manager of Safeway Trails, Inc. 

Safeway Trails, Inc., has operated in the District of Columbia for 
the past 21 years. Its offices, terminal, and garage are in the District 
of Columbia. It operates in the following States: District of Colum- 
bia, Maryland, Delaware, Pennsylvania, New Jersey, and New York, 
with regularly scheduled passenger services. 

Last year a total of 1,631,000 passengers were carried on our buses. 
In addition, some 41,700 passengers were carried on chartered and 
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tour buses. Tours have become one of our major sources of income. 
In fact, it has helped us to grow from a small 4-bus operation in 1937 
to a 100-bus operation today. 

All of this growth has been due, I believe, to intelligent business 
practices utilizing private capital. Safeway Trails, Inc., pays taxes 
on its entire operation. Competition from D. C. Transit, with its 
subsidies, and its tax advantages can deal telling blows to our business. 

It is my understanding that an application has been made by D. C. 
Transit for authority to run limousine service between District of Co- 
lumbia and New York. We, at Safeway Trails, Inc., have recently 
spent hundreds of thousands of our own dollars to operate a luxury 
service between District of Columbia and New York and points to 
the South. This service features complimentary meals, hostess service, 
and many other innovations to bus travel. It was inaugurated to at- 
tract people who wanted something special in modern bus travel and 
to fill a need left by a rapidly diminishing rail service to New York. 
We have 5 new coaches equipped to prov ide this service at a cost to us 
in excess of $200,000. A limousine service of the kind proposed could 
cripple our service and endanger our investment. 

We feel we would definitely be operating at a disadvantage if we 
were required to compete with the subsidized tax-exempt service of 
D. C. Transit. We maintain a full tax burden and ask only to be al- 
lowed to meet with fair competition in the field of tours, sightseeing, 
and passenger services. 

In conclusion, I feel that transportation companies, such as our- 
selves, who are not fortunate enough to be favored with a tax sub- 
sidy, aur as that enjoyed by D. C. Transit are being dealt a great in- 
justice. We should not be put at the mercy of freewhee ling operators 
who are able to maintain profit margins by utilizing certain tax ad- 
vantages they enjoy. 

The Cuarmmman. Any questions, Mr. MacIntyre 

Mr. MacInrynre. Yes, sir. I have one question, Mr. Chairman. 

Mr. Walsh, the project Mr. Chalk recently proposed, to run a limou- 
sine service from Washington to New York, would be in direct com- 
petition with your operations, would it ? 

Mr. Warsu. Yes, sir. For the benefit of the committee I would like 
to state that this limousine service, as some people may think, is not a 
bucket-type seat. The diagram that he presented to the Interstate 
Commerce Commission on May 7, 1958, was an artist’s drawing of a 
special—something like a stretchedout Cadillac. It had airplane seats 
for the type bus seats that we have in our buses, and it even had a 
little desk with a telephone, and so forth. 

He proposes to operate it in 414 hours, which is the time we operate 

14 hours, and we have toilet facilities on these buses and he did not 
on cross-examination tell us or the Commission that he would have 
toilet facilities, and in my opinion he would have to stop for 20 or 30 
minutes for the passengers, and also we have tachograph charts on 
our buses, and I am sure he cannot operate it in 414 hours and maintain 
the speed law. 

Another thing, if you bear with me a minute, prior to my time of 
having the job I now have, I was in the maintenance department of 
my company, and I would also question the safety of this type of 
vehicle or of this artist’s drawing that he presented to the Interstate 
Commerce Commission on May “7, and this particular hearing will 
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resuine on June 16, and I hope to testify along the lines I am explain- 
ing to you now. 

Mr. MacInryre. In the operation of sightseeing and charter busi- 
ness, especially the charter business, by the D. C. Transit Co. to Gettys- 
burg and Annapolis, are they in competition with you ? 

Mr. Warsu. Yes, sir. And they have bid these trips for less money 
than the Public Utilities Commission records show that their total 
cost is. 

Mr. MacInryrr. In your operations over Maryland roads and 
through Maryland, do you pay taxes to Maryland ? 

Mr. Warsu. Yes, sir. We pay one-thirtieth of a cent per seat mile, 
and just a few months ago we paid them $26,000 for the license plates. 

Mr. MacInryre. I refer to the testimony by the chief accountant of 
the Public Utilities Commission of Washington just a few minutes 
ago to the effect that according to the reports filed with that Commis- 
sion, the D. C. Transit Co. pays no tax for its operation over Mary- 
land roads either to the District of Columbia or to Maryland. 

Do you consider that an unfair advantage, competitive advantage ? 

Mr. Wausu. Yes, sir. 

Mr. Macintyre. That is all I have. 

The CuatrMan. Judge McCulloch ? 

Mr. McCutiocu. Yes, sir. I have a couple of questions, Mr. Chair- 
man, Of course, I am always reluctant to inquire of a witness on any 
field that is under study before a commission or court. But we have 
something on the record now, and I will ask a question or two. 

I understand this application of the District Transit Co. is before 
the Public Utilities Commission of the District of Columbia? 

Mr. Watsu. No, sir. It is before the Interstate Commerce Com- 
mission. 

Mr. McCutxtocu. Before the Interstate Commerce Commission. 

Mr. Wausu. It is being heard by an examiner. It is my understand- 
ing, if you will bear with me for a minute, that it could be heard by a 
joint board, a man from Maryland and a man from the District that 
could sit with him. 

Mr. McCutnocu. And the proposed route is over interstate high- 
ways from here tothe destination in or about New York? 

Mr. Warsu. Yes, sir. It parallels the Safeway Trails, Inc., opera- 
tion every foot of the way. 

Mr. McCunsocu. Would I be proper in concluding from the testi- 
mony that has already been submitted here that there would be no 
gasoline tax pay: - le by the District Transit Co. on that kind of an 
operation if their gasoline was all bought in the District of Columbia ? 

Mr. Wausn. ie until this minute, on cross-examination by Mr. 
Kahn to Mr. Chalk, he stated he was not planning to have a separate 
corporation. So im my experience it would be paid out of the D. C. 
Transit System, Inc., funds. 

Mr. MeCuniocu. There is evidence that the Interstate Commerce 
Commission, then, is really going into this matter in an exhaustive 
fashion. 

Mr. Watsu. Insofar as my part is concerned, I am going to bring 
it totheir attention just as forcefully as L can. 

Mr. McCutrocn. And there will be on record the facts so that 
everyone can see them / 
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Mr. Watsu. Yes, sir. A record more extensive and more in detail 
than this one I have testified here. 

Mr. McCutxocu. Of course, Mr. Chairman, one of the reasons I am 
interested in the questions that I eS e just been asking, you will recall 
that we passed a highway bill within the last year or two and levied 
certain taxes which take on sizable proportions, the taxes which go 
into a trust fund to pay for the cost of these interstate systems. 

Mr. Watsu. Yes, sir. 

Mr. McCutzocu. And asI recall, the theory was that the taxes were 
borne in accordance with use, and I am interested in seeing that the 
user pay those taxes — of whether they be small businesses or 
little businesses, And the record, I am now assured, will show that 
from what you have said about the hearings now in progress. 

Mr. Watsn. Yes, sir. My company will operate approximately 10 
million miles this year, and that cost on a highway bill, that money to 
earmark or put in trust, amounts to almost 2 cents a mile for my com- 
pany, and we are paying it. 

Mr. MacIntyre. Mr. Chairman, I have one additional question I 
would like to ask. 

The CHarrman. You may proceed. 

Mr. MacIntyre. Mr. Walsh, the matter of D. C. Transit Co.’s 
operation of charter buses to Annapolis, Gettysburg, and other points 
over Maryland roads is not in question in any proceeding before the 
Interstate Commerce Commission so far as you know. 

Mr. Watsu. No,sir. That has not come up. 

Mr. MacIntyre. That is only the limousine service to New York. 

Mr. Watsu. Yes, sir. 

Mr. MacIntyre. That is all. 

The CyHamrman. What other witnesses do you have, Mr. Mac- 
Intyre ? 

Mr. MacIntyre. Mr. Thomas Parran. 

The Cuarmman. Do you have a prepared statement, Mr. Parran ? 

Mr. Parran. No, sir, Mr. Chairman. I do not, sir. 

The Cuarrman. Allright. You may have a seat and identify your- 
self for the record, please. 


TESTIMONY OF THOMAS PARRAN, OWNER, SUBURBAN TRANSIT CO. 


Mr. Parran. My name is Thomas Parran, owner and operator of 
the Suburban Transit Co., a public transportation company operating 
in Montgomery and Prince Georges Counties, and into W: ashing- 
ton, D. C., by authority of the Interstate Commerce Commission, the 
Maryland Public Service Commission, and the Public Utilities Com- 
mission of the District of Columbia. 

The Carman. You may proceed, Mr. MacIntyre. 

Mr. MacInryre. In carrying on your operations, are you in com- 
petition with the D.C. Transit Co. 

Mr. Parran. In some instances on some major arteries in Mont- 
gomery County, nearby Washington metropolitan area, we are in di- 
rect competition with each other. 

Mr. MacIntyre. In some areas you are not. 

Mr. Parran. In some areas we are not. In some areas we are in 
direct competition. 
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Mr. MacInryre. And wasn’t there a proceeding recently before the 
Public Utilities Commission of the State of Maryland on a petition 
of the D. C. Transit to extend that competition with you ? 

Mr. Parran. Over a portion of a boulevard that we presently hold 
interstate authority on, that is correct, sir. 

Mr. MacInryre. That would have extended the competition with 
you over an additional substantial part of your business. 

Mr. Parran. It would have, if it had been granted, allowed D. C. 
Transit to extend their operation into Wheaton, Md., a very thickly 
populated area that we now serve. 

Mr. Maclnryre. And do you pay to the State of Maryland taxes 
on your operations ¢ 

Mr. Parran. Last year we paid to the State of Maryland I be- 
lieve in the neighborhood—what I mean, the neighborhood, within 
a few dollars, $38,000 in Maryland gasoline tax, which amounts to 
§ cents per g vallon, and in the instances where D. C. Transit operates 
over the same portion of the roads that we do, theoretically what 
is happening, they are operating at 6 cents a gallon less cost than we 
do. 

Mr. MacIwryre. Because the D. C. Transit Co. pays no tax either 
to the District of Columbia or to Maryland. 

Mr. Parran. That is correct, sir. 

Mr. MacInryre. And you are paying that much tax to the State 
of Maryland for your operations. 

Mr. Parran. W e have no tax relief whatsoever, Mr. Counsel, and 
with the aggressiveness of D. C. Transit in our area, and with the 
tax relief that they have, we believe that the public will be in a 
few years at a disadvantage insofar as we will not have the resources 
and ability to compete w ith such ‘competition, and once we are driven 
out or taken over in the progress of time, eventually in my opinion 
what will happen will be that D. C. Transit will then settle down to 
take the cream and leave the skim milk. 

Mr. MacInryre. How many buses do you operate ? 

Mr. Parran. About 47, sir. And we eset -Mr. Counsel, I would 
like to say we transported 21% million last yea 

The Craman. I would like to develop the question that Judge 
McCulloch brought out awhile ago. This 6 cents per mile less that 
you meationed—— 

Mr. Parran. Six cents per gallon, sir. 

The CHairMan. Six cents per gallon. Does that mean they are 
avoiding the payment into that trust fund for the highways? 

Mr. Parran. In my opinion, yes, sir, because they operate under 
an exemption of the Interstate Commerce Commission, the only 
carrier that I know that does in the metropolitan area of Washington, 
where we have to go for rate bases and authority from the ICC. D.C. 
Transit operates under an exemption and does not. 

They only have to go to the Public Utilities Commission of the Dis- 
trict of Columbia, : and also to the Public Service Commission of Mary- 
land, and they do not have to go to the Interstate Commerce Com- 
mission with the exception of routes that extend out of the me‘ ropoli- 
tan area. And in my opinion, and I believe I am correct, they are 
avoiding that payment in the trust fund or any other kind of ‘fund 
insofar as the State of Maryland does not receive any gasoline tax, it 
is my best belief, from the D. C. Transit Co 
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Mr. MacIntyre. That is all, Mr. Chairman. 
The Cuarrmman. Thank you very kindly, sir. 
Mr. Parran. Thank you, Mr. Chairman. 
The Caiman. Call the next witness. 

Mr. MacIntyre. Mr. Lagana. 


TESTIMONY OF TONY LAGANA, SECRETARY-TREASURER, WMA 
TRANSIT CO. 


The Cuamman. You may identify yourself for the record, Mr. 
Lagana, and proceed in your own way. Do you have a statement 
prepared ¢ 

Mr. Lacana. No, sir, I do not. 

The CHatrman. Mr. MacIntyre, the counsel, wants to ask you a 
couple of questions. You may take your seat. 

Mr. MacIntyre. Will you identify yourself to the reporter. Tell 
who you are and what company you are connec ‘ted with. 

Mr. Lacana. My name is Tony Lagana and I am the secretary- 
treasurer of the WMA Transit Co. 

Mr. MacInryre. What is the WMA Transit Co. ? 

Mr. Lacana. The WMA Transit Co. is a common carrier of pas- 
senger bus operations authorized by the Interstate Commerce Com- 
mission under docket No. MC3677 to transport passengers and their 
baggage, newspaper, express, and mail between the District of Co- 
lumbia and various points in Prince Georges County, Anne Arundel 
County, and Charles County, Md. This company also has authority 
issued by the Public Utilities Commission of the District of Columbia 
to transport passengers locally within the District of Columbia with 
certain restrictions. We also have authority from the Public Service 
Commission of the State of Maryland to tr: ansport local passengers on 
all routes within the State of Maryland. Asan incidental privilege to 
these rights, the WMA Transit Co. is permitted to operate charter 
and sightseeing service originating in Washington, D. C., and along its 
routes within the State of Maryland. 

Mr. MacInryre. Where is the office of your company located ? 

Mr. Lacana. It is located at the District line, sir, at Southern 
Avenue and Bowen Road SE. 

Mr. MacIntyre. Your company operates extensively in Maryland ? 

Mr. Lacana. Maryland and the District of Columbia, sir. 

Mr. MacIntyre. But the major part of its mileage is over Mary- 
land roads, is it ? 

Mr. Lacana. Yes, sir. 

Mr. MacInryre. And between here and Baltimore. 

Mr. Lacana. No, sir. We operate only in the metropolitan area of 
Washington, except for a charter which we operate in most all of the 
states. 

Mr. MacInryre. Nearby Maryland. 

Mr. Lacana. Yes, sir. 

Mr. MacIntyre. Do you pay gasoline tax to the State of Maryland 
on your operations ? 

Mr. Lacana. Yes, sir, we do. 

Mr. MacIntyre. What did they amount to last year? 

Mr. Lacana. Last year we paid to Maryland $45,542.82. 
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Mr. MacInryre. In your operations are you in competition with 
D.C. Transit Co. ? 

Mr. LaGana. Yes, sir, we are. 

Mr. MacInryre. Over any substantial part of the mileage you 
operate? I say, over a rather substantial part of your total mileage ? 

Mr. Lacana. Yes, sir. 

Mr. MacInryre. Do you consider that it has put you to an unfair 
disadvantage to operate with you paying taxes and D. C. Transit not 
pay ing taxes / 

Mr. Lacgana. Absolutely. 

Mr. MacInryre. I believe that is all, Mr. Chairman. 

The Cuarrman. That is all. You may step aside. 

Call your next witness. 


Mr. MacInryre. Mr. Davis. 


TESTIMONY OF HARRY C. DAVIS, PRESIDENT, INDEPENDENT 
TAXI OWNERS ASSOCIATION, INC. 


The Cuairman. Identify yourself, Mr. Davis, for the record, and 
you may proceed. Do you havea statement ? 

Mr. Davis. Yes, sir. 

Harry C. Davis, president, Independent Taxi Owners Association, 
Ine. (Diamond Cabs). 

Mr. Chairman, I have submitted a letter for inclusion in the record 
addressed to you, and in discussing the contents of the letter with the 
counsel, I would like to— 

The CHarrman. We will insert the letter in the record at this point. 

Mr. Davis. Yes, sir. 

(The letter referred to is as follows:) 


INDEPENDENT TAXI OWNERS’ ASSOCIATION, INC., 
Washington, D. C., May 15, 1958. 
Hon. WRIGHT PATMAN, 
Chairman, House Small Business Committee, 
Old House Office Building, Washington, D. C. 


DEAR CONGRESSMAN: In talking to counsel for your committee by telephone 
May 13, he suggested I write you about the subject of D. C. Transit, Inc., operat- 
ing shuttle buses for door-to-door taxicab transportation. 

Taxicab operators in large cities like Cleveland, Ohio, with 546 licensed cabs 
only, and cities like San Francisco and Los Angeles, with a limited number of 
taxicabs, exercise a near or so-called taxicab monopoly. In order to keep their 
exclusive franchises, they are required to provide adequate local taxicab service 
to the residents in their own communities. While some cab operators in some 
cities operate sightseeing buses, they have promoted the use of transit buses 
to provide taxicab transportation for large conventions, as they have insuffi- 
cient cabs to provide adequate service to convention delegates in addition to 
their own community cab riders. 

Washington’s 8,500 local licensed cabs are sufficient to handle large conven- 
tions and provide door-to-door taxicab service instead of the prevalent use of 
transit buses. This was clearly proven in the last two inaugurations and the 
53-day transit strike which started on July 1, 1955. 

The Wolfson Capital Transit Co. did not specialize in the use of their buses 
for sightseeing. Also, they never operated Cadillac limousines. As a result 
of this lack of interest in buses for sightseeing trips by the old Capital Transit 
Co., the new Gray Line Sightseeing Co. was in a position to work closely with 
the convention bureau of the Washington Board of Trade and booked up most 
of the convention business 1 year or more before convention dates in the Dis- 
trict of Columbia. This local Gray Line organization was also helped by the 
National Gray Line Association in booking such District of Columbia conven- 
tion sightseeing business in advance in many cities throughout America. 
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Because of the lack of a suitable convention hall in the District of Columbia, 
which frequently necessitated the use of the local armory for large conventions 
with many exhibits, the convention bureau (Greater National Capital Commit- 
tee) would promise the use of shuttle buses to and from various hotels to the 
armory at so much each person or the convention itself would pay for their 
delegates’ taxicab rides in hiring buses by the hour in lieu of taxicabs. The 
Gray Line and the old Capital Transit Co., apparently reluctantly agreed for 
this taxicab bus usage, as it was not believed profitable. Therefore, the local 
taxicab industry never considered such isolated or periodical use of buses as any 
serious threat to the welfare of 8,500 local licensed taxicabs, the vast majority 
of which are owned and operated by individuals and classified as small- 
business men. 

Because of this unfair activity of the board of trade, Diamond refused to: 
contribute financially to their fund drive for booking conventions in the District 
of Columbia. A former District of Columbia Commissioner and the board of 
trade convention bureau, invited local management within the taxicab industry 
to a free luncheon at the Mayflower Hotel, to solicit funds for their convention 
bureau. I informed all present, that I had complained bitterly to the board of 
trade for their activity in arranging buses for taxicab trips in order to get large 
conventions to Washington. I also informed this group I had been promised 
by Clarence Arata and others connected with the convention bureau, they would 
discourage such practices and recommend the use of the great number of local 
licensed taxicabs. 

Mr. Henry Burroughs also represented the convention bureau at this luncheon 
in soliciting funds from the cab industry. He also admitted to the local cab 
industry representatives that the use of big buses for taxicab trips was not 
profitable and that many of the passengers could not be herded into large and 
unwieldly busses and would pick up taxicabs instead of using the buses. To the 
best of my recollection, the Honorable District of Columbia Commissioner pres- 
ent at this luncheon did not offer to help to have these practices stopped and 
was apparently resentful of my allegations as it ruined his pitch for contribu- 
tions to the Greater National Capital Committee from the local cab industry. 

Furthermore, I do not believe the board of trade convention representatives 
will ever be inclined to stop these practices, unless your committee’s considera- 
tion of this problem would promote the formulation of remedial legislation for 
passage by the United States Congress. 

Upon the incorporation of the new Transit Co., which was also granted sub- 
stantial tax relief by the United States Congress, it is very apparent this com- 
pany willingly supplies their transit buses for door-to-door taxicab trips. These 
buses, in being used to and from downtown hotels, impede the flow of traffic 
and are required on many occasions to park abreast at hotels to pick up and 
discharge their taxicab riders on their taxicab runs throughout the District of 
Columbia. They also block traffic by parking at hotel curbs in the morning and 
evening rush hours, when all parking is prohibited during these hours. Local 
licensed taxicabs cannot get away with such parking violations. It is apparently 
recognized throughout the local transportation industry that such taxicab buses, 
used in lieu of local licensed taxicabs, cannot be operated on the small price 
per hour for such bus vehicles at a profit. Therefore, the number of taxicab 
riders taken from local taxicabs by these practices, has long ago passed the 
periodical hundreds or thousands, as it is my opinion these buses have hauled 
or will haul millions of taxicab passengers at the expense of the taxpayers 
as well as the self-employed independent taxicab operator. 

The last bankers convention was considered one of the best and most generous 
of local conventions in recent years. Transit buses were lined up at Union Sta- 
tion to take these banker delegates to their local hotel. When these ladies and 
gentlemen saw the many hundreds of local taxicabs, they refused to ride in these 
buses and engaged taxicabs. Last year, I complained to a vice president of 
Woodward & Lothrop, an outgoing president of the board of trade and newly 
elected president of the United States Chamber of Commerce, about their con- 
vention using Transit buses for taxicab transportation. I never received a 
reply. This year, the United States Chamber convention held its final banquet 
at the Sheraton Park Hotel. Instead of Diamond lining up a couple of hundred 
eabs on Woodley Road, and in the property of the Sheraton-Park, space on 
Woodley Road was used for the parking of Transit buses in addition to Transit 
buses being in the inner driveway of the Sheraton Hotel to take these conven- 
tioneers to downtown hotels in buses with downtown hotel signs on them, after 
their banquet. 
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It is quite difficult to recommend suitable legislation to stop this practice in its 
entirety. Diamond Tours, Inc., operate three sightseeing buses and several 
Cadillac air-conditioned limousines, This operation is owned by a small num- 
ber of our members, but our association has no financial interest in such 
operation. I am simply mentioning the Diamond Tour operation to assure you 
we have no ax to grind or do we have a right to even represent the Diamond 
Tour Sightseeing Co. in any sightseeing controversy. Also, I have not discussed 
this letter or their problems with Diamond Tour representatives. However, 
Diamond Tours have hauled, in buses and limousines, one convention for over 
20 years. Some of these convention delegates are very elderly people and in 
recent years they have used busses mostly in lieu of Diamond taxicabs, to local 
points of destination, as convention representatives can assist these people better 
in the use of buses rather than segregating small groups for taxicabs. Diamond 
Tour buses were also used last year for a charitable affair at a Christmas party 
by the Capitol Hill Club. We found it was cheaper to haul these families, many 
with children and Christmas gifts, in busses than paying the prevailing rate of 
fare to Diamond drivers for their transportation. We have also donated such 
charitable services to crippled children, which is probably more practical, safer 
and cheaper to use a bus, than segregating small groups of crippled children in 
Diamond taxicabs. There are other requests made for buses by convention 
representatives which I consider reasonable, instead of the use of taxicabs. 
This is particularly applicable when a group of people desire transportation to 
outlying points at private homes, etc., in the adjoining suburbs. In fact, it is 
admitted for such interstate trips, with a large group of people, taxicab rates 
could be considered too high for distant points in the metropolitan area. 

In writing you this information, I feel I am perfectly justified as I believe 
I am expressing the views of all local hackers, as well as the personnel of the 
Diamond Cab family. In fact, this alleged abuse by transit operators is so flag- 
rant and obvious to hackers, I believe they feel the transit company is “taking 
bread and butter,” from their dependents, at the expense of the local taxpayers. 
x ; moh intnetrw eontrihites tax money to the local and Federal govern- 
ments every time their taxicab wheels turn and they have not asked for any tax 
re 

All concerned will greatly appreciate any assistance you can offer to offset 
practices complained of 

Very truly yours, 
Harry C. Davis, 
President, Independent Taxi Owners’ Association, Inc. 


The CHarrmMan. You can call attention to the part you would like 
to emphasize. 

Mr. Davis. Yes,sir. It is ashort statement. 

I just want to pinpoint those comments in the letter that are per- 
tinent to this particular hearing today. 

The CHatrMan. Yes, sir. 


Mr. Davis (reading) : 


Upon the incorporation of the new transit company, which was also granted 
substantial tax relief by the United States Congress, it is very apparent this com- 
pany willingly supplies their transit buses for door-to-door taxicab trips. These 
buses, in being used to and from downtown hotels, impede the flow of traffic and 
are required on many occasions to park abreast of hotels, to pick up and dis- 
charge their taxicab riders on their taxicab runs throughout the District of 
Columbia. 

They also block traffic by parking at hotel curbs in the morning and evening 
rush hours when all parking is prohibited during these hours. Local licensed 
taxicabs cannot get away with such parking violations. 

It is apparently recognized throughout the local transportation industry that 
such taxicab buses used in lieu of local licensed taxicabs cannot be operated 
on the small price by hour for such bus vehicles at a profit. Therefore, the 
number of taxicab riders taken from local taxicabs by these buses has long ago 
passed the periodical hundreds or thousands. It is my opinion these buses have 
hauled or will haul millions of taxicab passengers at the expense of taxpayers 
as well as the self-employed independent taxicab operator. 

In writing you this information, I feel I am perfectly justified, as I believe 
I am expressing the views of all local hackers as well as the personnel of the 








SO SIGHTSEEING BUSINESSES IN THE DISTRICT OF COLUMBIA 


Diamond Cab family. In fact, this alleged abuse by Transit operators is so flag- 
rant and obvious to hackers, I believe they feel the Transit Co. is taking bread 
and butter from their dependents at the expense of the local taxpayers. 

Also, the cab industry contributes tax money to the local and Federal govern- 
ments everytime their taxicab wheels turn, and they have not asked for any tax 
relief. 

I could make an additional very short statement. 

The CuainmMan. You may proceed, Mr. Davis. 

Mr. Davis. In using buses for conventions, and so forth, convention 
delegates, it started as off-peak operations. They were not used so 
much during the morning and evening rush periods. 

Well, now, when these buses are used in lieu of taxicabs from point 
to point, hotel to hotel, and so forth, instead of taxicabs, they are 
taking the cream of the business from the taxicab operator. The cab 
industry doesn’t need too much help in the morning and evening rush 
hours, but we certainly need some business on the off-peak hours when 
those rush periods are over, and it is working a hardship, and I believe 
it has some factor in reducing the number of taxicabs licensed in the 
District of Columbia in the last couple of years. 

I like to be a citizen who does not use an automobile much, and I 
ride Transit buses and streetcars more than I do taxicabs, but I think 
this convention business is mushrooming to such a great volume that 
[ think the operation itself requires the use of buses in the rush hour 
periods which could have possible effect on the service rendered by the 
Transit Co. on scheduled and fixed runs to the public on the morning 
and evening rush hours. 

That is all I have to say V 

The Cuarrman. I would like to ask you a question or two, Mr. 
Davis. 

How does your business compare now with a similar time a year ago, 
better or worse ? 

Mr. Davis. It is worse. These transit buses sometimes are used 
almost e xe ‘lusively by some big conventions. 

The Cuairman. Well, how does your business generally compare— 
how did it compare in 1957 as compared to 1956, I mean overall 4 

Mr. Davis. Overall I think it is less business in this year compared 
to 1957. 

The CuatrMan. 1957 was less than the preceding year ? 

Mr. Davis. I think it was. 

The Cuarrmman. You have a lot of conventions coming here. I be- 
lieve you said in your letter to me, you made one statement 

The last banker’s convention was considered one of the best and most generous 
of local conventions in recent years. 

That was in 1957, was it, or 1958 7 , 

Mr. Davis. I think it goes back to the period that D. C. Transit 
started. 

The Cuarrman. I am talking about the banker's convention. What 
attracts my attention is that the country seems to be in a depression 
but the bankers seem to be pretty generous. 

Mr. Davis. Well, they couldn't get the bankers to ride in those 
buses. They didn’t want to ride in them. But at the last—— | 

The Cuairman. I will not pursue that any further, Mr. Davis. 
Thank you very kindly. 

Mr. Davis. Thank you. 

Mr. MacIntyre. Mr. Hichborn. 
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TESTIMONY OF JOHN B. HICHBORN, PRESIDENT, PILGRIM 
HELICOPTER SERVICES, INC. 


Mr. [licuzorn. Mr. Chairman and Mr. Counsel, I am John B. 
Hichborn, president of Pilgrim Helicopter Services, Inc., in Wash- 
ington. I would like to r ad a statement as it affects the problems 
being discussed in a general way, and more specifically in relation to 
the helic ‘opter service ‘proposal by Mr. Chalk. 

The Cuairman. You may take your seat, sir, and proceed in your 
own way. 

Mr. Hicuporn. I have read with interest the subject announcement, 
which is the announcement in yesterday’s paper of the proposed heli- 
copter service by Mr. Chalk. It recalled another announcement by 
Mr. Chalk, in January 1958, that he would inaugurate a helicopter 
service with 2 large ships which, together with necessary accessories, 
would require an investment of about $1 million. The current an- 
nouncement involves one smaller type helicopter. This would indi- 
cate that Mr. Chalk realizes, as we also did long ago, that, without 
Federal subsidy or otherwise assured income, the “masses” cannot af- 
ford passenger helicopter service at prices operators have to charge 
today to survive. The per-seat-mile cost, even on the largest com- 
mercial helicopter produced, is at least 214 times that of conventional 
airliners. 

The foregoing factors demonstrate briefly that passenger helicopter 
service, now, by either a franchised surface transport “utility or an 
operator such as ourselves, cannot be classed as a public convenience 
and necessity. But, the matter of considering whether or not a surface 
transport utility should even be allowed to ¢ -onduct a helic opter service 
at any time, presents a very serious situation, as described below: 

The Civil Aeronautics Act of 1938 was established to regulate the 
economic and safety aspects of the air transport business. It is the 
congressional given right to Civil Aeronautics Board to grant certi- 
ficates of public convenience and necessity, and through its Civil 
Aeronautics Administration to grant air taxi licenses. The announce- 
ment by Mr. Chalk suggests that CAB make an exe eption to their 
regulations for his benefit, and, moreover, to permit a local public 
utility commission to regulate his proposed helicopter service under 
their authority. This, the writer submits, would be grossly unfair 
and would serve as a dangerous precedent because, then “surface trans- 
port utilities throughout the country might very well decide to 
enter the passenger helicopter business. Such action would be com- 
pletely inequitable to unprotected operators of helicopter services 
and fixed-wing air taxi operators many of whom will someday, quite 
logically, be expected to enter the helicopter field. 

The question of a utility commission regulating a helicopter service 
presents another serious problem in the form of safety consider ations, 
CAA is the regulatory body established to do this and has experience 
and personnel to do the job. Such personnel do not acquire their 
knowledge overnight. 

In connection with safety, the writer notes that Mr. Chalk is pro- 
posing to land a helicopter in downtown Washington. This is ex- 
tremely risky because in the event of engine failure, although the 
helicopter can be landed safely by a skillful pilot, pedestrians and 
street traffic would be in danger. Those persons demanding relief 
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at Washington National Airport due to the risk of crashes, surely 
will not approve a helicopter in the heart of the city. In time, multi- 
engine helicopters will minimize the above danger but will, of course, 
considerably increase the noise factor. 

Too, certainly Mr. Chalk cannot have a monopoly on the helicopter 
business, hence more than one helicopter will be flying in and out 
of the proposed downtown heliport even if Mr. Chalk owns the ter- 
minal. If Mr. Chalk is permitted to land downtown, others should 
be given equal rights. 

There is also the matter of desecrating the aesthetic value of the 
Mall area, and consideration of the present prohibited area. This 
company does not subscribe to the concept of heliports in the heart 
of the city. There is room on the perimeter of downtown within 5 
minutes by taxi to the corner of 16th and K Streets NW. Other cities 
that have heliports, seemingly downtown, do not have national park 
and memorial areas in their path, and all have safe approach and 
departure patterns which provide safe landing spots in the event 
of engine failure. 

Finally, the proposal to land at the Pentagon must be mentioned. 
That is not a civilian heliport—and if one commercial operator is 
permitted to land, so may others be granted permission. It is doubtful 
for many reasons, including traffic control, that the Pentagon would 
approve this action. This company has not asked such authority. 

We have, of course, anticipated. competition sooner or later and 
hope that we have prepared ourselves accordingly. We had not, how- 
ever, expected to cope with a protected competitor. Competition is 
good for all concerned within a given type business if on an equitable 
basis. The favorable circumstances under which Mr. Chalk will pre- 
sumably be allowed to operate, as brought out in the Washington 
Post, May 13, 1958, is, obviously, inequitable. It is difficult to com- 
prehend that a utility’s franchise would permit it to compete with 
other nonprotected entities. 

I cannot believe that any United States legislator, administrator, 
or even newspaper, would condone unfair competition once brought 
to light. Free enterprise is still the backbone of America’s progress 
and succeess; regulation of competition where such is destructive 
rather than constructive is necessary. But, if authorities support, in 
effect, destruction of competitors by permitting advantage to one— 
that is a vastly different and rather alarming situation. 

We are naturally thoroughly familiar with the costs to operate a 
helicopter service as well as many other matters related to operations. 
Knowing the costs, we recognize wherein advantages will inure to a 
company operating as a regulated utility (a quasi-monopoly), and 
wanting to branch out into other businesses that do not have economic 
protection. 

It has been said that Mr. Chalk is progressive, imaginative, and so 
forth, in developing mass transportation. However, mass transpor- 
tation via helicopter is, as indicated, a long way off, as studies will 
demonstrate. We, toc, could be more progressive and imaginative 
with certain advantages. Actually, we do feel quite progressive and 
even imaginative, in having inaugurated (June 15, 1957) the first 
helicopter service and the first heliport in the Nation’s Capital with- 
out any advantages beyond nominal risk capital furnished by stock- 
holders and hard work in a traditional American manner. Histori- 
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cally, this company filed, as a defensive measure, as have some 70 other 
operators, a CAB application, January 11, 1957. Routes applied 
for then and subsequently are—District of Columbia to and from 
Baltimore, Md., and Frederick, Md., and one nonstop route District 
of Columbia to and from Chantilly, Va. We do not expect, for several 
sound reasons, as understood by all nonsubsidized operators and the 
CAB, any action on the application for some time. This does not pre- 
clude us from establishing a scheduled service. Economic reality 
(insufficient assured passenger volume due to high costs) under pres- 
ent-day circumstances provides the deterrent at this time. 

Concluding: We are on record at CAB as opposed to Federal sub- 
sidization of any helicopter operation, ourselves included, other than 
the three already under subsidy as a “controlled helicopter experi- 
ment”; namely, New York Airways, Chicago Airways, and Los An- 
geles Airways. We are equally opposed to any form of “franchised” 
business in opposition to another similar type of business operating 
without the same benefits. This is a matter of propriety and ethics, 
not legality—irrespective of whether or not we happen to be in the 
helicopter business which includes in its service, sightseeing. 

We say “bring on the competition, we’re ready, willing and able; 
but, in the name of equity and American ideals, bring it on four-square 
and fair.” 

The CHarrman. Any questions, Mr. MacIntyre? 

Thank you very kindly, sir. 

Next witness. 

Mr. MacIntyre. Mr. Chairman, our next witness is Mr. Falk, the 
chief accountant of the Public Utilities Commission, and I would like 
to ask that the counsel for the Public Utilities Commission, Mr. Lloyd 
Harrison, come up with him, and I think it would be good also if the 
Commissioners—I understand they are—Chairman Hayes and Com- 
missioner Kertz, if they would come up and sit with him. We will 
ask them questions before we finish. 

The Cuarrman. I believe you gentlemen have been identified in the 
record before. 

Mr. Hayes. Yes, sir. 

The Cuoarrman. You may proceed. 


TESTIMONY OF J. WILLIAM FALK, CHIEF ACCOUNTANT, PUBLIC 
UTILITIES COMMISSION, DISTRICT OF COLUMBIA; ACCOMPANIED 
BY GEORGE E. C. HAYES, CHAIRMAN, PUBLIC UTILITIES COM- 
MISSION; HAROLD A. KERTZ, COMMISSIONER, PUBLIC UTILITIES 
COMMISSION ; AND LLOYD B. HARRISON, SPECIAL ASSISTANT COR- 
PORATION COUNSEL, PUBLIC UTILITIES COMMISSION—Resumed 


Mr. MacIntyre. Mr. Falk, on the occasion of your earlier appear- 
ance before the committee, you informed the committee about the 
income and expenditures of the sightseeing and charter business of 
the D. C. Transit Co, You recall that testimony, do you? 

Mr. Fark. Yes, sir. 

Mr. MacInryre. During the course of that testimony you informed 
the conumittee that during fiscal year ending August 31, 1957, the 
D. C. Transit Co, had operated its limousine service at a loss of better 
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than $78,000 and its charter and sightseeing business at a loss of more 
than $111,000. You recall that. 

Mr. Faux. Yes, sir. 

Mr. MacIntyre. Now, since that time you have been asked to 
supply the committee with a statement, detailed statement, showing 
how you arrived at those figures, and on May 15, 1958, you submitted 
to me as counsel for the committee a copy of those statements. You 
recall those. 

Mr. Faux. Yes, sir. 

Mr. MacInryre. One of the tabulations covers the operating rev- 
enues of the D. C. Transit Co., and the second sheet of the tabulation 
covers operating expenses, and the third sheet a statement of taxes 
paid. 

Mr. Faux. The first sheet, Mr. MacIntyre, covers net operating in- 
come, which includes revenues, expenses, taxes, and depreciation. 
The two attached sheets are simply detailed sheets giving more in- 
formation on the item of operating expenses as it appears on the first 
sheet and more on the item of operating taxes as it appears on the 
first sheet. 

Mr. MacInryre. Yes, sir. And the first sheet shows a deficit for 
the limousine service of $81,416; is that correct ? 

Mr. Fark. That is correct, yes, sir. 

Mr. MacIntyre. And a deficit for the charter and sightseeing 
service of $111,474. 

Mr. Faix. That is correct; yes, sir. 

Mr. MacInryre. And that was on a total business of $399,747 in 
the charter and sightseeing business, and $52,735 in the limousine 
rental business. 

Mr. Fark. That is correct. 

Mr. MacIntyre. For that fiscal year. 

Mr. Fark. That is right. 

Mr. MacIntyre. Now, among the oper: iting expenses you have 
shown on the second sheet that the D. C. Transit Co. is incurred for the 
year ending August 31, 1957, a total of $260,075 in sales promotion or 
traffic promotion. That includes advertising and promotional work; 
is that correct ? 

Mr. Farx. That is correct; yes sir. 

Mr. MacIntyre. What part of that is allocated to the limousine 
rental service ? 

Mr. Faux. $61,252. 

Mr. MacInryre. In other words—and that is shown as an alloca- 
tion on the books of D. C. Transit. 

Mr. Farx. That is correct. 

Mr. MacInryre. In other words, according to their own books, 
D. C. Transit spent more than 100 percent of its intake on limousine 
rental service for advertising that service: is that correct ? 

Mr. Fax. In this period, yes sir, that is correct. 

Mr. MacIntyre. Now, looking to the charter, sightseeing and 
limousine service in its entirety, the amount of sales promotion, traffic 
promotion, including advertising, according to the books of the com- 
pany, amounted to more than 50 percent of all of the income from 
those activities; is that correct ? 
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Mr. Fax. Well, it is not more than 50 percent; no, sir. The reve- 
nues from the charter and sightseeing, if I understood your question, 
are $399,000. 

* Mr. MacInryre. I am talking of all of it now. $452,000 is the total 
for all of the services. Now, isn’t the traffic promotion better than 50 
percent of that, put together ? 

Mr. Fax. $235,000 is the allocation of traffic promotion to the 2 
services, limousine and charter and sightseeing. The revenues from 
those 2 services are $450,000, approxim: ately —S4i 12,000. 

Mr. MacInryre. So the amount for promotional work and adver- 
tising amounted to more than 50 percent of the total intake. 

Mr. Favk. Slightly less than 50 percent, I believe. Just slightly 
less. 

Mr. MacInryre. $235,000 against $450,000. That is more than half 
of $452,000, isn’t it 4 

Mr. Fark. If $235,000 is 50 percent, 100 percent would be $470,000. 
So it would be just slightly less than—excuse me. You are correct. 
It ismore than 50 percent. 

Mr. MacIwryre. Of the intake. 

Mr. Fank. Yes, sir. 

Mr. MacInryre. Do you know of any other public utility that you 
are engaged in preparing material for that promotes its activities to 
the extent of 50 percent of its intake by advertising ? 

Mr. Fark. None that I have anything to do with, no, sir. 

Mr. MacIntyre. Now, on this advertising expense, according to the 
books of the D. C. Transit Co., there is allocated better than $24,000 
to its mass transportation. Is that correct ? 

Mr. Far. I didn’t follow that. May I have that question again, 
please. 

Mr. MacIntyre. Would you please read it. 

(T he question was read by the reporter.) 

Mr. Fark. That would be approximately correct. That is the re- 
mainder of the total amount that is not allocated to limousine and 
sightseeing service. 

Mr. MacInvryre. In other words, D. C. Transit has a monopoly and 
has guaranteed to it, by section 3, Public Law 757 of the 84th Con- 
gress, to carry passengers for fixed rates and over a fixed schedule, but 
nevertheless it did, according to its books, show an expenditure of 
$24,000 trying to advertise that service ‘ 

Mr. Faux. That is correct, yes, sir. 

The Cuarrman. Do you want to put that in the record? It seems 
to be material and germane. 

Mr. MacInryre. We would like to have that received at this time. 

The Cuatrman. That will be received and placed in the record. 

(The document referred to is as follows :) 

PuBLIC UTILITIES COMMISSION 
OF THE DISTRICT OF COLUMBIA, 
Washington, D. C., May 15, 1958. 
Ir. EVERETT MACINTYRE, 


General Counsel, Select Committee on Small Business, 
House of Representatives, Washington, D.C. 

DEAR Mr. MAcINTYRE: As requested by you over the telephone today, I forward 
herewith a summary of my determination of operating results from charter and 
sightseeing operations for D. C. Transit System, Inc., for the 12 months ended 
August 31, 1957. 
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As I explained at the time of the meeting in the office of Commissioner Mc- 
Laughlin and also in my testimony before your committee, this study was pre- 
pared by me some months ago on an approximate basis, and does not reflect the 
refinements that would be required in developing such a study for hearing pur- 
poses. I anticipate that such a refined study, generally along the lines of the 
study attached, will be prepared for use in the pending rate proceeding for D. C. 
Transit System, Inc. The study is submitted subject to these qualifications. 

Very truly yours, 
J. W. Fak, Chief Accountant. 
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ScHEDULE 2.— Detail of general tazres allocated to charter and sightseeing operations, 
12 months ended Aug. 31, 1957 























Balance 
appli- 
Bus | Alloca-| cable | Alloca- 
| opera- | tion to| to bus | tion to 
tions | limou-| opera- | charter Remarks 
per sine tions ex- and 
books | service | cluding | sight- 
limou- | seeing 
sine 
| service 
jaa tickets ttesss phn icra Manica aoe |_| 
Bus license tax, District of Columbia _ _|$41, 618 | $1,690 | $39, 928 $608 | Allocated on basis of District 
| of Columbia, bus mileage. 
Real estate tax, District of Columbia-_.| 73, 273 |_- .-| 73,273 1,428 | Allocated on mileage basis. 
Unemployment compensation, Dis- | 8,640 |_......- 8, 640 222 | Allocated on bus-hour basis. 
trict of Columbia. | 
Bus license tax, Maryland | 23, 710 <coaut tae 20 | Direct allocation per books, 
Real estate tax, Maryland ancl Eee aeont 1,917 a 
Operating property tax, Maryland i RE TS Sa dacde 5, 881 ik : 
Gross receipts tax, Virginia__.......-- | 280 | ane 2380 280 | Do. 
Motor fuel tax, Virginia oo ete 628 | . 628 628 Do. 
Miscellaneous taxes, Virginia ...-| 2,533 23 2,510 | 2,304 | Do. 
F. 1. C. A. taxes lta sigestashinsert 180, 530 | | 180,530 | 4,589 | Allocated on bus-hour basis. 
F. U. T. A. taxes incite nthe REE ekwees 18, 142 | 464 | Do. 
Miscellaneous Federal taxes 2, 281 2, 281 32 | Direct allocation per books. 
Gasoline tax, District of Columbia...—/ ! 4, 837 | 4, 837 | 117 | Allocated on mileage basis. 
aniadeites silicates tiianagatintl |_— } 
Total. .|364, 270 | 1,713 | 362, 557 | 10, 692 | 
| 


t 





1 Under the franchise the exemption from motor vehicle fuel taxes became effective on purchases on and 
after Sept. 1, 1956. The amount of $4,837 for District of Columbia gasoline tax relates to purchases prior to 
Sept. 1, 1956 and on hand as of that date. 


Mr. MacIntyre. Now there is another item that is involved in cor- 
respondence between the Public Utilities Commission and the D. C. 
Transit Co., and it is an item of $8,000 for surveying the potential 
sightseeing and charter business in the District of ¢ ‘olumbia. Do you 
recall that , 


Mr. Fax. Yes, sir. 
Mr. MacInryre. Will you please explain what you know about 
that? 


Mr. Fark. Well, there is a subsidiary company of Trans-Caribbean 
Airways known as Transportation Corporation of America. 

Mr. MacIntyre. Who owns it ? 

Mr. Fax. It is owned by Trans-Caribbean Airways, the same com- 
pany that owns D. C. Transit System. D.C. Transit System is owned 
100 percent by TCA Investing Corp., and that corporation in turn is 
owned by Trans-Caribbean Airw ays. 

Mr. MacInryre. And who are the officers of the Transportation 
Corp. ? 

Mr. Fatx. We have submitted a request to the company to be ad- 
vised who are the officers, or who they were during 1957. I do not 
believe we have had a reply to that specific question. 

Mr. MacInryre. When did you ask that question ? 

Mr. Fark. We sent a letter to Mr. Chalk on March 24, 1958, re- 
questing information with respect to the $8,000 payment that had been 
made by D. Transit System to Transportation Corporation of 
America. 

Mr. MacInryre. And you received no reply to that? 

Mr. Faux. We received a reply but it was not a satisfactory reply, 
and we asked him to submit additional information. It did not give 
the information that we had requested. 

Mr. MacInryre. And you have not received it as yet ? 
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Mr. Faux. No, sir. 

Mr. MacIntyre. Now that sors that you do have from the 
past record shows that the D. C. Transit Co. had paid the $8,000, 
though, for this survey along sigh itseeing and charter potential ? 

Mr. Farx. That is the information that is shown by the voucher, 
yes, sir. 

Mr. MacInryre. From what revenues would that money have been 
paid ¢ 

Mr. Farx. Well, it would come out of the general eash funds of 
the company. 

Mr. MacInryre. The tills where the fares go into from the District 
of Columbia mass transportation, is that correct 

Mr. Fark. From all of the company’s operations. The cash is not 
segregated between the different types of operation. 

Mr. MacIntyre. That is true also of these operational expenses for 
the charter and sightseeing business of D. C. Tr ansit, isn’t it? 

Mr. Farx. The payment of expenses in: ‘onnection with charter and 
sightseeing comes out of the general cash funds of the company, that 
is correct; yes, sir. 

Mr. MacIntyre. So those general revenues of the company which 
include, of course, the fares paid by the District of Columbia riders, 
were used to make up the losses that were sustained in the charter and 
sightseeing and limousine rental service, as you see it ¢ 

Mr. Faux. To the extent that expenses exceeded the revenues, I 
think you would have to say that the payment of those expenses came 
out of the general cash funds which are derived from all sources, 
principally the general passenger business that they do in the District 
of Columbia. 

Mr. MacInryre. And the extent of those losses you have detailed 
already in your testimony and in these tables as the losses that are 
attributed to ps irticular activities 

Mr. Faux. That is correct; yes, .. 

Mr. MacIntyre. Mr. Chairman, there are the documents dealing 
with the $8,000 charge for the sightseeing survey. 

The CuarrMan. And other information ¢ 

Mr. MacIntyre. And related information. 

The Cuatrman. Well, rather than ask detailed questions about, it, 
we will just place it in the record at this point. 

(The document referred to is as follows:) 


PusLic UTILITIES COMMISSION OF THE DISTRICT OF COLUMBIA 


P. U. C. No. 3574/9 
Marcu 24, 1958. 
Mr. O. Roy CHALK, 
President, D. C. Transit System, Inc., 
Washington, D.C. 

DeaR Mr. Cuark: The staff of the Commission has brought to our attention 
an invoice for $8,000 from Transportation Corporation of America for services 
rendered to D. C. Transit System, Inc., in connection with a survey and examina- 
tion of charter, sightseeing, and limousine business potential in Washington, 
D. C., and related matters. A payment of $5,000 to Transportation Corporation 
of America in January of 1957 on voucher No. 1055, carried in suspense until 
February of 1958, has been applied as part payment of the invoice for $8,000, 
with the remaining $3,000 being covered by voucher No. 2426 in February 1958. 

In view of the affiliation between D. C. Transit and Transportation Corpora- 
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tion of America, you are requested to furnish the Commission with the following 
information : 

(a) When was TCA incorporated, and who were its officers during 1957? 

(bv) A brief description of the corporation’s activities during 1957. 

(c) Were the services covered by the invoice for $8,000 performed by employ- 
ees of TCA, and, if so, the names of such employees and the period of 
employment. 

(d) If not performed by employees of TCA, the names of any outside consult- 
ants engaged for the purpose of the survey, and the amounts paid by TCA for 
such services. 

The above information is requested in order that we may pass upon the 
propriety of the charge to D. C. Transit for services rendered by an affiliated 
company. 

Very truly yours, 
GerorGE E. C. HAYES, Chairman. 

Mr. MacInryre. Now, referring to your testimony of last Mon- 
day, you will recall that we were discussing the findings of the Public 
Utilities C ommiission and Public Utilities Commission No. 3592, 
issued November 27, 1957. You recall our discussion of that? 

Mr. Fax. Yes, sir. 

Mr. MacInryre. Near the bottom of page 8 of those findings there 
appears the statement that we referred to at that time about adjust- 
ment No. 1 excluding from net operating income a net loss incurred 
in rendering limousine-rental service in the amount of $78,439. 

Then, below that, and we have discussed that rather thoroughly, 
is adjustment No, 2, excluding from operating expenses a number of 
expense items considered as improper or insufficiently supported as 
proper charges in connection with the furnishing of mass-transporta- 
tion service in the total amount of $41,479. 

But you recall that, a couple of days ago, I informed you that, at 
the request of the chairman, I asked you for a statement from your 
records as to what those items covered, do you ? 

Mr. Fark. That is correct; yes, sir. 

Mr. MacIntyre. And you furnished those to me at that time, I 
believe? 

Mr. Faux. I did; yes, sir. 

Mr. MacInryre. And they were attached to letters dated Septem- 
ber 11, and October 21, 1957, and April—what is it ? 

Mr. Farx. February 7, 1958, I believe. 

Mr. MacIntyre. February 7. Mr. Chairman, here is the informa- 
tion Mr. Falk furnished me on that occasion detailing 

The Cuatrman. It is all in connection with the rate base in fixing 
the rates for D. C. Transit, and matters like that? 

Mr. Fatx. With the operating expenses of the company. 

The Cuarrman. That is what I mean. 

Mr. Faux. Yes, sir. 

The CHamman. We will place these in the record. 

(The document referred to is as follows :) 





PUC No. 8574/9 


D. C. TRANsIt System, INC., 
Washington, D.C., September 11, 1957. 
Hon. Grorce E. C. HAYEs, 
Chairman, Public Utilities Commission of the District of Columbia, 
District Building, Washington, D.C. 

Dear Mr. CHAIRMAN: On February 7, May 8, and June 12, 1957 (by hand), 
Mr. J. W. Falk, Chief Accountant of the Public Utilities Commission of the 
District of Columbia, presented to Mr. J. H. Flanagan, vice president and 
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comptroller of D. C. Transit System, Inc., lists of certain expenses incurred by 
this company and charged to its operating expense accounts. Mr. Falk stated 
that such charges, in his opinion, “are improper or are of questionable nature 
from the standpoint of representing proper charges to be passed on to the con- 
sumers in any determination of rates or tax relief under the provisions of 
Public Law No. 757.” 

I am informed that Mr. Falk and Mr. Flanagan have had several confer- 
ences regarding the propriety of the expenses questioned by Mr. Falk. The 
last discussion was held on August 14, 1957, between Messrs. Falk, Flanagan, 
and Lloyd B. Harrison. 

I attach a statement which analyzes every item contained on Mr. Falk’s lists. 
The analysis purports to show, as understood by Mr. Flanagan, that portion of 
the expenses to which Mr. Falk and Mr. Harrison would not take exception, 
and that portion which they would recommend that the Commission exclude 
for the purposes quoted in the first paragraph of this letter. 

I am of the firm opinion that all of the expenses which have been questioned 
are proper operating expenses. However, I desire very strongly to continue 
our amicable relations, and would not risk disturbing them by disagreement 
over this point. Therefore, please accept my assurance that, in the event the 
Commission agrees with the opinions held by its staff members in this regard, 
and approves the exclusion from its determination of net operating income 
for the 12-month period ended August 31, 1957, of the expenses listed in the last 
column of the statement attached hereto, less the appropriate income-tax ad- 
justment, the D. C. Transit System, Inc., will not object to such treatment. 

With kind personal regards. 

Yours sincerely, 
O. Roy CHALK, President. 
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98 SIGHTSEEING BUSINESSES IN THE DISTRICT OF COLUMBIA 


D. C. TRANSIT SystTeEM, INc., 
Washington, D. C., October 21, 1957. 
Hon. Georce FE. C. HAYEs, 
Chairman, Public Utilities Commission of the District of Columbia, 
District Building, Washington, D.C. 

DEAR Mr. CHAIRMAN : On September 18, 1957, Mr. J. W. Falk, Chief Accountant 
of the Public Utilities Commission of the District of Columbia, presented to Mr. 
James H. Flanagan, vice president and comptroller of D. C. Transit System, Inc., 
a list of items charged to operating expenses during the months of May through 
August 1957. 

Mr. Falk questioned these items from the standpoint of representing proper 
charges to be passed on to customers in any determination of rates or tax relief 
under the provisions of Public Law No. 757. 

Subsequently, Mr. Flanagan discussed these items with Messrs. Falk and 
Harrison of your Commission. 

I attach a statement which analyzes the expense charges listed by Mr. Falk. 
This statement shows that portion of such expenses to which Messrs. Falk and 
Harrison do not take exception, and that portion which they state they would 
recommend that the Commission exclude for the purposes set forth in the first 
paragraph of Mr. Falk’s letter of September 18, 1957. 

For the reasons stated in my letter to you dated September 11, 1957, I hereby 
assure you that, in the event the Commission agrees with the opinions held by 
its staff members in this regard, and approves the exclusion from its determi- 
nation of net operating income for the 12-month period ended August 31, 1957, 
of the expenses listed in the last column of the statement attached hereto, less 
the appropriate income tax adjustment, the D. C. Transit System, Inc., will not 
object to such treatment. 

Your sincerely, 
O. Roy CHALE, President. 
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102 SIGHTSEEING BUSINESSES IN THE DISTRICT OF COLUMBIA 


D. C. TRANSIT System, INC., 
Washington, D. C., April 9, 1958. 
Hon, Grorce E. C. Hayes, 
Chairman, Public Utilities Commission of the District of Columbia, 
District Building, Washington, D. C. 


DEAR Mr. CHAIRMAN: Referring to your letter of February 7, 1958, and to our 
brief discussions relative to the matters contained therein, I submit, at the re 
quest of Mr. Chalk, our views as to the propriety of the several classes of ex- 
penses which the staff of the Commission have listed from time to time and about 
which we have had previous correspondence. 

The principal items to which the staff of the Commission have taken excep- 
tion comprise the telephone tie line between Washington, D. C., and New York, 
N. Y., the travel expenses of Messrs. Chalk and Buckley to and from Washing- 
ton, D. C., and their hotel charges while in Washington, D. C., on company busi- 
ness. In our opinion, the management of the affairs of D. C. Transit System, 
Ine., so long as such management complies with all laws or regulations to which 
it is subject, must be left to the officers and the board of directors of the com- 
pany. There never has been any requirement that the officers of the company 
should reside in Washington, D. C. Accordingly, we cannot agree that the dis 
puted expenses should be charged “below the line.” 

Certainly, consideration should be given to whether the expenses in question 
have an adverse effect upon the patrons of the company. As we have pointed 
out before, the entire amount involved could have no effect upon any rates 
to be imposed for service. Furthermore, to make doubly sure that there can be 
no adverse effect, we are willing to agree as we have done before that we shall 
not object to the exclusion of such items from the determination of net operat- 
ing income for the 12-month period ending August 15, 1958. 

At the meeting of the board of directors of D. C. Transit System, Ine., held 
on March 31, 1958, a resolution was adopted giving approval to the expense 
items under consideration, as proper operating expenses. When the minutes 
of the meeting are completed, we shall be pleased to furnish you with a copy. 

With respect to those items of expense which are not considered to fall 
within the principal categories first outlined, we agree that the supporting 
vouchers should contain sufficient information to permit a determination to be 
made as to the exact nature of the expense. Further, we suggest that if they 
are of sufficient importance, we can readily agree with the staff of the Commis- 
sion as to the portion which should be excluded from any determination of 
return earned as qualified above. 

To summarize, we are respectfully suggesting that it is the duty and the 
prerogative of management to decide what are true expenses which either 
directly affect operations or indirectly bring benefits to the company through 
increased goodwill, development of sales possibilities of surplus equipment, or 
otherwise. However, we respect the judgment of the Commission and recognize 
the necessity of maintaining cordial working relations with its members and 
staff. For this reason, we sincerely hope that it’s agreeable to the Commission 
for the company to continue its practice to date with respect to these expense 
items. 

Sincerely yours, 
J. H. FLANAGAN, 
Vice President and Comptroller. 





Pusiic UTILITIES COMMISSION OF THE DISTRICT OF COLUMBIA 


P. U. C. No. 3574/9 
APRIL 23, 1958. 
Mr. O. Roy CHALK, 
President, D. C. Transit System, Inc., 
86th and M Streets NW., Washington, D.C. 

DEAR Mr. CHALK: This is to advise you that we have received no reply to our 
letter dated March 24, 1958, with respect to an $8,000 payment by D. C. Transit 
System, Inc., to Transportation Corporation of America. 

Your prompt attention to this matter will be appreciated. 

Very truly yours, 
GrorcE E. C. Hayes, Chairman. 
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D. C. Transit System, INc., 
Washington, D. C., April 28, 1958. 
Re $8,000 payment to Transportation Corporation of America. 
Hon. Grorce EB. C. Hayes, 
Chairman, Public Utilities Commission of the District of Columbia, 
Washington, D.C. 


DEAR Mr. CHAIRMAN: The reason for the delay in responding to your letters of 
March 24 and April 23 on the above matter is that I was assembling the detailed 
information you requested. 

Please be advised that Transportation Corporation of America was incorpo- 
rated under the laws of Delaware on November 9, 1956. The corporation is a 
wholly owned subsidiary of Trans-Caribbean Airways, Inc. 

For your information, I enclose a duplicate copy of the $8,000 bill dated Feb- 
ruary 7, 1958, from Transportation Corporation of America to D. C. Transit 
System, Inc. 

The services described in that bill cover primarily the period prior to the es- 
tablishment of the sales department of D. C. Transit. As you may remember, 
after we acquired the assets of Capital Transit in 1956, we found that there was 
an immediate and urgent need for study and review of both the sales staff and 
the sales promotion policies of the old company. 

We wanted that study and review to be by sources outside of and independent 
of the old company so that the recommendations would be completely objective. 
That study and review was made jointly by Barrington Associates and Trans- 
portation Corporation of America. As you know, based upon their report, D. C. 
Transit has completely modernized its own sales staff and embarked on an ag- 
gressive and imaginative sales-promotion program. 

Since we have modernized and expanded our own sales department, we are 
now doing all our own sales-promotion work here at D. C. Transit with our own 
employees, and we will probably not have to have any further sales-promotion 
work done by Transportation Corporation of America. 

If Il can be of any further assistance to you, in this matter, please feel free 
to call upon me. 

Very truly yours, 
O. Roy CHALK. 


ween 
PusLic UTILITIES COMMISSION OF THE DISTRICT DF COLUMBIA 
P. U. C. No. 3574/9 
APRIL 29, 1958. 
Mr. JAMES H. FLANAGAN, 
Vice President and Comptroller, D. C. Transit System, Inc., 386th and M 
Streets NW., Washington, D.C. 

DEAR Mr. FLANAGAN: Receipt is acknowledged of your letter of April 9, 1958, 
setting forth your views with respect to the propriety of the accounting for vari- 
ous items of operating expenses to which exception has been taken by the staff of 
the Commission from time to time in the past. 

The Commission has given careful consideration to your letter and the pro- 
posals contained therein. Subject to such additional justification as you may 
care to furnish for consideration by the Commission, we are of the opinion that 
the expenditures listed in the attachment to the letter of February 7, 1958, were 
either improper or unreasonable charges against mass transportation operations, 
and as such, should have been charged “below the line” to miscellaneous deduc- 
tions from gross corporate income, or eliminated entirely as a charge against 
income. While we do not propose that any adjustment be recorded on the books 
for these charges dating prior to January 1, 1958, you are advised that unless the 
accounting for similar items recorded on the books since January 1, 1958, is 
adjusted in accordance with the foregoing, this matter will be made the subject 
of special investigation and public hearings in connection with any future 
proceedings involving rates or the determination of the liability of D. C. Transit 
Svstem, Inc., for motor fuel taxes. 

By direction of the Commission : 

NorMAN B. Bett, Evecutive Secretary. 
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PUBLIC UTILITIES COMMISSION OF THE DISTRICT OF COLUMBIA 


P. U. C. No. 3574/9 
APRIL 30, 1958. 
Mr. O. Roy CHALK, 
President, D. C. Transit System, Inc., 
36th and M Streets NW., Washington, D.C. 

Deak Mr. CHALK: Receipt is acknowledged of your letter of April 23 with 
reference to the $8,000 payment to Transportation Corporation of America. It 
is noted that of the specific information requested in my letter of March 24, you 
have furnished only the date of incorporation of Transportation Corporation of 
America, and the statement that the voucher for $8,000 covers services rendered 
in connection with a study and review of the sales staff and the sales-promotion 
policies of the former Capital Transit Co. made jointly by Transportation Cor- 
poration of America and Barrington Associates. 

In this connection, your attention is directed to the fact that in April of 
1957, on voucher No. 4255, D. C. Transit System, Inc., paid Barrington Associates, 
Inc., $8,055.44 for: 


Services rendered in connection with developing a sales program and 
organization study__- 7 : : = = _~ $5, 000. 00 
Out-of-pocket expenses : 7 ; eons . 1,055. 44 
Total 


re ar Sn coin avadant Ghd a 


In light of this direct payment to Barrington Associates, Inc., by D. C. Transit, 
you are again requested to furnish the specific information requested in my 
letter of March 24, 1958. 

Very truly yours, 
GEORGE E. C. Hayes, Chairman. 


D. C. TRANSIT SYSTEM, INC., 
Washington, D. C., May 5, 1958. 
Hon. Greorce EB. C. HAYEs, 
Chairman, Public Utilities Commission of the District of Columbia, 
District Building, Washington, D.C. 

DeAaR Mr. CHAIRMAN: With reference to the Commission’s letter of April 29, 
1958, we regret that the Commission does not accept our views with respect to 
the various items of expenses which have been the subject of analysis and dis- 
cussion between us. 

Although we are still firmly of the opinion that these expenses are legitimate 
operating expenses, the amount involved is so insignificant when related to our 
overall problems that we certainly do not desire that such a matter should be 
the cause of a continuing difference of opinion between us. 

Accordingly, commencing January 1, 1958, the expenses which have been 
questioned by the staff of the Commission will be charged “below the line” on 
the basis used in allocating such expenses which was covered by our letter of 
October 21, 1957. 

Sincerely yours, 
J. H. FLANAGAN, 
Vice President and Comptroller. 


PusLic UTILITIES COMMISSION OF THE DISTRICT OF COLUMBIA 


P. U. C. No. 3574/9 
May 6, 1958. 
Mr. J. H. FLANAGAN, 
Vice President and Comptroller, 
D.C. Transit System, Inc., Washington, D. C. 

DeaR Mr. FLANAGAN: This is to acknowledge and thank you for your com- 
munication of May 5, 1958, delivered by special messenger on yesterday after- 
noon. 

We note that beginning with January 1, 1958, the expenses questioned by our 
staff will be charged “below the line” on the basis used in allocating such 
expenses in your letter of October 21, 1957. 
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We are mindful, as indicated in your letter, that this position is taken by 
you without change in your own opinion that these expenses are legitimate 
operating expenses. 

Thanking you for the courtesy of your communication, I am, 

Sincerely yours, 
GrorGE BE. C. Hayes, Chairman, 


PupLic UTILITIES COMMISSION OF THE DISTRICT OF COLUMBIA 


P. U. C. No. 3574/9 
FEesRuArY 7, 1958. 
Mr. O. Roy CHALK, 
President, D. C. Transit System, Inc., 
Washington, D. C. 


Dear Mr. CHALK: You will recall that in connection with the determination 
of the liability of D. C. Transit System, Inc., for motor vehicle fuel taxes for the 
2 months ended August 31, 1957, the staff of the Commission recommended an 
adjustment to exclude from operating expenses items aggregating $41,470 as 
improper or insufficiently supported as proper charges against operations of DCT. 
In your letters of September 11 and October 21, you advised the Commission that 
while you considered all of the items questioned to be proper charges against 
operating expenses, you would offer no objection to the elimination of the items 
in the tax liability determination if the Commission agrees with the staff recom- 
mendation. 

The staff has prepared, and there is attached hereto, a similar listing of ex- 
pense items for the months September-December 1957, which the staff has 
recommended for exclusion from operating expenses. In this connection, your 
attention is directed to the fact that it is essential that all vouchers covering 
charges to operating expenses show thereon the nature and purpose of the 
expenditure in order that the staff might give proper consideration to the propriety 
of the charges under the provisions of the uniform system of accounts. 

The Commission is of the opinion that beginning with the month of January 
1958, such expense items as are determined to be improperly charged to oper- 
ating expenses should either be charged “below-the-line’ to miscellaneous 
deductions from gross corporate income or eliminated from the accounts of 
the company entirely. To this end, you are requested to advise the Commis- 
sion when it will be convenient for you to meet with the Commision for a dis- 
cussion of this matter in order that there might be proper accounting on the 
hooks of the Company in the future for operating expenses properly chargeable 
against transit operations. 

Very truly yours, 
GrorGE E, C. Haves, Chairman 


(The statement mentioned is in Accounting Bureau file.) 
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TRANSPORTATION CORPORATION OF AMERICA, 
New York, N. Y., February 7, 1958. 
Invoice to: 
D. C. TRANSIT System, INC., 
Washington, D. ¢ 

For complete survey and examination of charter sightseeing and limousine 
business potential in Washington, D. C. 

For establishment of sales policy in regard to above. 

For the selection and organization of a sales staff to effectuate the above. 

For recommending and discussion with advertising agencies all necessary 
advertising. 

For preparing — manual in order to commence the above service. 


Total cost —- y Sateen ; . : jee - cis, See 
Received on account Ja unuary 14, 1957 __- a : : 5, 000 
as are i ta aden Tn Se 


Approved by Budget Committee, February 25, 1958. 

J. H. F. 

Mr. MacInryre. Also on the occasion of my discussing with you the 
different items a couple of days ago, Mr. Falk, you were asked to fur- 
nish copies of two pages from the annual report of the D. C. Transit 
Co. as submitted to the PUC on December 31, 1957, for the fiscal year 
ending August 31,1957. You recall that ¢ 

Mr. Fatx. The pages ay the annual report, sir? 

Mr. MacInryre. Yes, si 

Mr. Farx. They were ie from the annual report for the calen- 
dar year 1957. 

Mr. MacIntyre. Covering the calendar year ? 

Mr. Fak. That is correct, yes, sir. 

Mr. MacIntyre. I thought it was supported as of December, but 
for the fiscal year to—— 

Mr. Faux. No, sir, the annual report is for the calendar year De- 
cember 31, 1957. 

Mr. MacInryre. Now according to the showing that you have in 
the data that you have let us receive, the advertising expenses of the 
D. C. Transit Co. for the calendar year 1957 amounted to $355,000 
total, didn’t it? That is the total / 

Mr. Farx. That is the traffic promotion expenses, which includes 
the advertising, yes, sir. 

Mr. MacInryre. That compares with the $260,000 for the fiscal year 
ending August 31, 1957, that we referred to heretofore / 

Mr. Fax. That is correct, ves, sir. 

Mr. MacInryre. And that $335,000 just happens to be equal to 67 
percent of the total original equity investment of Mr. Chalk in the 
D. C. Transit Co. doesn’t it? 

Mr. Faix. That is correct, yes, sir. Sixty-seven percent of his orig- 
inal equity investment of $500,000, 

Mr. MacInryre. In other words, during the calendar year 1957, 
D. C. Transit Co. spent on advertising and promotional work an 
amount equal to more than two-thirds of the original equity invest- 
ment in the company 4 

Mr. Faux. That is the effect of that calculation, yes, sir. 

Mr. MacIntyre. And that is borne out by figures that you got 
from the company ? 

Mr. Fax. Inthe report that is submitted here, yes, sir. 
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Mr. MacInryre. Now one of the items appearing on page 405 of 
that report is an item of $127,181.93 as a special service payment to an 
advertising agent by the name of Leonard Wolf & Associates, Ine. 
You recall that ! 

Mr. Fak. Yes, sir, that shows on page 405. 

Mr. MacInryre. What part of that total of that item do you con- 
clude from your study went to the promotion of sightseeing, charter, 
and limousine rental service ¢ 

Mr. Fax. Well, on the basis of the studies that we have made so 
far of similar expenditures, I would judge that approximately 90 
percent of that expenditure is charged to charter and limousine serv- 
ice. The major portion of their advertising is related to that type of 
service. 

Mr. MacIntyre. So on the basis of that percentage there, just what 
was paid to Mr. Leonard Wolf would be better than $100,000 in 1957? 

Mr. Fax. Well, the payment to Leonard Wolf & Associates is 
$127,000. 

Mr. MacIntyre. Yes, but I say out of that better than $100,000 
of that would have been used for advertising the charter, sightsee- 
ing, and—— 

Mr. Faux. I think approximately 90 percent of it, yes, sir. I have 
not made a detailed study of this $127,000, but that would be my esti- 
mate, 

Mr. MacIntyre. That would be better than $100,000 that would be 
taken out of that payment to the sightseeing charter business / 

Mr. Fark. That is correct, yes, sir. 

Mr. MacInryre. Mr. Wolf has been listed in some information that 
has come to us a sales director for the D. C. Transit Co. Has any 
information been supplied to the Public Utilities Commission show- 
ing what his salary is as sales director ? 

Mr. Fax. Not to my knowledge have they furnished that informa- 
tion, but I know the information, or, according to my information it 
is $15,000 a year—according to the records that we have examined. 

Mr. MacInryre. That is a salary from D. C. Transit ? 

Mr. Fark. That is correct, yes, sir. Or a retainer—I do not be- 
lieve he is on the payroll, but he is paid monthly $1,250 a month. 

Mr. MacInryre. And that would be in addition to this $127,181.93 ? 

Mr. Faix. Yes, sir. 

Mr. MacIntyre. Now when you furnished me the 2 sheets from the 
annual report of the D. C. Transit Co. for 1957, 1 of those 2 sheets 
purported to carry the listing of the salaries of each of the officials 
of the D. C. Transit Co. which had been allocated to D. C. Transit 
operations. Do you recall that sheet ? 

Mr. Faux. Yes, sir. 

Mr. MacInryre. Does that carry a listing of Mr. Leonard Wolf? 

Mr. Fax. No, sir, it does not. 

Mr. MacInryre. Why didn’t it? 

Mr. Fax. I do not recall now just when Mr. Wolf was engaged 
and paid the fee on the basis of oe a year. It has not been dur- 
ing the whole period of 1957. I do not —_ whether it has been 
since January 1, 1958, or not. It may be, but I would have to check 
before I can answer that question. 


26969-—58——8 
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Mr. MacIntyre. Mr. Chairman, here are the two pages that were 
furnished us from the annual report of the D. C. Transit Co. and 
to which 

The CuHarreman. That will be made a part of the record at this 
point. 


(The document referred to is as follows :) 





SHEET FROM ANNUAL REPORT OF D, C, TRANSIT SYSTEM, INC., TO THE PUBLIC 


UTILITIES COMMISSION OF THE District or CoLUMBIA FOR THE YEAR ENDED 
Dec. 31, 1957 


418. Compensation of officers, directors, etc. (p. 405) 





Salary before | Salary per | Other com- 
Name of person Title each change | annum as of | pensation 
| during year close of during 
period the year 
(a) (b) (c) (c-2) (da) 
) 
0. Roy Chalk...... Chairman of board and general counsel; $39, 000 | $41, 000 
president. } 
Morris Fox......... First vice president and assistant secretary 26, 000 | 27, 000 
Irving Buckley..... Vice chairman of the board; vice president 10, 000 | 10, 500 
and assistant treasurer. 
Claire Chalk__-__.- Secretary -_-__. a 2, 600 } 2, 700 
J. H. Flanagan..-_.- Vice president and comptroller; treasurer 21, 000 | 22, 000 
R, W. Turner......| Assistant vice president and claims at- | 13, 250 | 14, 000 
torney. | | 
H. A. Sentman_.- Assistant comptroller 9, 500 10, 000 
W. C. Harper......}| Assistant treasurer - 8, 360 5, B00 | 
O, E. Azarow.....-. Assistant secretary a s 6, 204 | 6, 500 


419. Payment for services not rendered by employees (p. 405) 





Name of recipient | Nature of service | Amount of 
| payment 
IBM Corp--. Rental of machines and IBM attachments. - $58, 065. 94 
Colladay & Colladay Special counsel | 12, 325. 18 
Awalt, Clark & Sparks Fees for services as special counse] 20, 704. 09 
Hog3in & Hartson--- Defense counsel in injuries and damages litigation 79, 509. 06 
Harvey M. Spear Special counse] 24, 566. 41 
Price Waterhouse & Co Services relating to annual audit, financial state- | 27, 000. 00 
ments, examination and preparation. 
Adolph Lewson._- | Financial consultant 13, 921. 70 
Simpson & Curtin_-- | Services relating to inventory and appraisal of | 13, 176. 26 
property. | 
Leonard Wolf & Associates, Inc Advertising agents 127, 181. 93 
American Transit Association - | Dues and services | 5, 739. 76 
Harry D. Breslau------ | Special counsel for claims work-- 14, 150. 49 
Hunt Aviation Co-__- | Professional services 10, 174. 62 
A. E. Swingle-_.__-- Defense counsel in injuries and damages litigation -| 6, 552. 50 
Emil Rogers__....---- Special counsel | 15, 216. 00 
R. W. Galiher______- Defense counsel] in injuries and damages litigation_| 5, 500. 00 


433, 783. 94 


| 
| eee 
eR os ae ee Jak 


Mr. MacIntyre. According to the sheet of items that are included 
in that total of $41,479, and which is referred to near the bottom of 
page 8 of the findings of the PUC, there is a charge by the A. T. & T. 
to the D. C. Transit Co. of $660 a month. Will you please explain to 
the committee what that charge is for, as you understood it ? 

Mr. Fax. That is a monthly charge for a tie-line between Wash- 
ington, D. C., the offices of D. C. Transit Co., and an office that they 
maintain in New York. 

Mr. MacIntyre. What part of that total charge of $22 a day is 
made against the D. C. Transit Co. ? 
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Mr. Faux. Well, on the books they charged the entire amount 
against D. C. Transit Co. 

Mr. MacIntyre. In other words, the entire amount is being paid 
out of the tills into which go the fares of the District of Columbia 
riders; is that correct? 

Mr. Faux. That is correct, yes, sir. 

You understand that is an item that is listed as one of the items to 
which we took exception. 

Mr. MacIntyre. Do you know what part of that total activity 
that is represented by that charge would be properly allocated to the 
———— sightseeing and limousine rental service of the D. C. Transit 
Co. 

Mr. Fax. Well I do not think I could say any specific portion of 
that particular item would be allocated to charter service. It would 
be a question of allocating that item along with their other admin- 
istrative and general expenses under some method of allocation which 
has not been decided upon yet. 

Mr. MaciInryre. But up to this time there have been no allocation 
of that against the charter sightseeing and limousine rental service f 

Mr. Farx. Not on the company’s records; no, sir. 

Mr, MacIntyre. Or anywhere else? 

Mr. Fax. Well, no, sir—we have in mind that a a portion of it 
would be allocated to charter along with other administrative and 
general expenses, and in the study that I have developed, why that 
item is included with other administrative and general expenses, a 
portion of which I would allocate to charter service. 

Mr. MacIntyre. What of the total of administrative expenses of 
the D. C. Transit Co. have been allocated to the charter and sight- 
seeing business for the fiscal year ending August 31, 1957? 

Mr. Farx. To the best of my knowledge there is no direct alloca- 
tion. This is an item that would come up in the study that I have 
made, and as I stated the other day, if we get into the rate proceeding, 
I would expect to prepare such a study with more refinements than 
the study that I worked up here on a preliminary basis. 

Mr. Macintyre. Up to now there has been no allocation of any 
charge in that direction against the sightseeing, charter limousine 
rental service? 

Mr. Fax. I believe not, sir. 

Mr. MacIntyre. Now according to this finding by the PUC on 
November 27, 1! 57, in No. 3592, near the top of page 9, there is : 
showing that $375,630.72 was noted as liability of the D. "C. Transit 
Co. for motor vehicle fuel tax. But it was relieved of that liability 
by the findings of PUC on that occasion, wasn’t it ? 

Mr. Fa.x. That is correct, yes, sir. 

Mr. MacIntyre. Now that $375,000 amounts to what percent of the 
total of the original equity investment of Mr. Chalk in the D. C. 
Transit? 75 percent, isn’t it? 

Mr. Fak. 75 percent, yes, sir. 

Mr. MacIntyre. So the first year of his opera ations here he secured 
in the form of a refund for feul taxes equal to 75 percent of his total 
investment in the D. C. Transit Co., didn’t he? 

Mr. Fatx. That would be the calculation ; yes, sir. 

Mr. MacIntyre. That is according to the findings of the Public 
Utilities Commission ? 
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Mr. Faux. Well, Mr. MacIntyre, I do not know whether I should 
point out that operating expenses are deductible for income-tax pur- 
poses, and thers would be an effect from income taxes on these 
amounts. 

Mr. MacIntyre. Yes. sir, but before taking into account 

Mr. Faux. Before incon na ixes, that is correct : ves, sir. 

Mr. MacIntyre. Now taking into account these advantages, and 
even for the tax purposes, after the items that you feel should not 
be taken into account as expenditures, what did the findings of the 
PUC of November 27, 1957, really figure that Mr. Chalk had earned 
on that original investment for the fiscal year ending August 31, 
1957 ¢ 

Mr. Faux. Well, exhibit 1 attached to PUC No. 3592 shows that 
the actual return earned, after including as an operating expense the 
$375,000 for motor vehicle fuel tax. amounted to $589,488. 

Mr. Mac Inryre. On his original investment of $ 500.000 wh: at would 
that amount to? 

Mr. Faux. 118 percent. 

Mr. MacIntyre. 118 percent / 

Mr. Fax. Yes, sir. 

Mr. MacIntyre. And that reflects the sick industry that has been 
said to be the D. C. Transit Co. ? 

What were the earnings of the Capital Transit Co. during the years 
preceding the D. C. Transit Co. in the way of net earnings as reported 
by the PUC? 

Mr. Fark. Capital Transit Co. / 

Mr. MacIntyre. They averaged better than $1 million a year, didn’t 
they, without tax exemption / 

Mr. Faux. I would not like to answer that question without refresh- 
ing my memory, Mr. MacIntyre. 

Mr. MacIntyre. Mr. Chairman, I have before me a copy of a page 
from the Congressional Record of May 6, 1956, which carried a tab 
ulation showing that information for the year from 1940 through the 
*} months of 1956 that ¢ ‘apital Transit Co. operated. 

The CHairnmMan. Where did the statement come from / 

Mr. MacInryre. It was in a committee report, No. 1791, made to 
the United States Senate. 

The Cnarrman. We will place it in the record. If there are anny 
corrections to be made, they will be made in the record. 

(The document referred to is as follows :) 


|[From the Congressional Record, May 6, 1956, p. 6773 


PURPOSES OF S. 3073 

The further purposes of the bill, S. 3073, are set forth in Report No. 1791, 
which I wish to quote for the information of the Senate: 

The Authority is given the exclusive right to provide Mass transportation 
service in the District of Columbia, except for franchise rights of passenger 
carriers (other than Capital Transit Co.) existing on the date of the enactment 
of this act. The bill provides further that the Authority may operate within 
the metropolitan area. However, it may not commence hor conduct opera 
tions in interstate commerce in competition with the then existing operations of 
any other system, except such operations as are conducted by the Capital Transit 
Co. on the date of enactment of this act. The Authority would be permitted to 
operate intrastate within the portion of the Washington metropolitan area be 
vond the District only if authorized by the jurisdictions concerned. 

The Authority would have power to acquire, construct, own, operate, and main 
tain for public service a transportation system or systems in the Washington 
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metropolitan area, and to provide service at reasonable rates for the residents of 
such area. In carrying out its duties, the Authority would have the power of 
eminent domain in the District of Columbia, and also in other parts of the met- 
ropolitan area if permitted by the respective States. 

The bill also authorizes the sale of such transportation system or systems to 
a private operator if, during the 3-year interim period, a sound proposal for 
private ownership is submitted to the Authority which would provide the resi- 
dents of the Washington metropolitan area with an adequate and efficient transit 
service. The Commissioners must report to the Congress on or before June 30, 
1958, what steps have been taken to sell the property of the Authority and, if 
not sold, the reasons why, in their opinion, such a sale has not been effectuated. 

Provision is also made that in the event private interests do not acquire the 
transportation system or systems during the interim period, then the existence of 
the public body corporate shall continue and the Commissioners of the District 
of Columbia on and after October 1, 1959, are authorized to appoint a Board of 
Directors of the Authority to consist of five members. 

The Authority is granted broad powers to establish and manage an effective 
transportation system in accordance with sound business practices. It is ex- 
empted from laws and regulations which are designed for normal governmental 
functions but are too restrictive for an operation of this type. 

In order to provide interim financing for the Authority, the Board of Com- 
missioners is authorized to any time prior to July 1, 1960, to issue interest- 
bearing obligations of the District of Columbia for purchase by the Secretary of 
the Treasury in an amount not to exceed $20 million. At the end of the 3-year in- 
terim period, if no private purchaser has been found for the system or systems, 
the Authority would be financed through the sale of its revenue bonds to the 
public or other instruments of its own credit, and would not be empowered to 
pledge the credit of the United States or of the District of Columbia. It is 
contemplated that the initial operations would be financed through the use of 
the $20 million Government loan, and that this loan would be paid with the 
proceeds of the sale of such system or systems to private enterprise or with 
the proceeds of the sale of revenue bonds to the public. 

The Authority would be self-regulating in the establishment of schedules, 
routings, and changes therein, conditions of service, and in setting fares or other 
fees for service, except in respect to the intrastate operations outside the Dis- 
trict of Columbia. 

The Authority is directed to establish a suitable organization and to make its 
own provisions, with certain limitations, for the terms of employment and 
compensation of its officers and employees, including the power to bargain 
collectively and, in case of dispute of wages, salaries, hours, working condi- 
tions, health and welfare, insurance, or pension, or retirement, where collective 
bargaining and mediation do not result in agreement, the Authority May agree 
to submit such dispute to a tripartite board of arbitration. 

The bill provides that if the Authority acquires a transportation system in 
operation by a publie utility, all of the employees in the operating and main- 
tenance divisions of such transit utility, and all other employees except corporate 
officers, shall be offered transfer and appointment as employees of the Authority 
up to the maximum number required. 

The Authority is not clothed with Government immunity, but is subject to 
suit, with the provision that notice of injury or damage to persons or property 
must be given to the Board within 6 months after the alleged occurrence. 

The Authority is given the power to issue regulations governing the use of 
its properties and to set limited penalties for enforcement thereof. It is author- 
ized to initiate investigations into matters relating to its activities. 

I also wish to call the attention of the Senate to the section-by-section analysis 
beginning on page 4 of the committee report, which explains the detailed pro- 
visions of the bill. 


DIVIDEND POLICY OF THE CAPITAL TRANSIT 


One of the main problems that has given the committee so much concern is 
the policy of the Capital Transit Co. relating to the payment of dividends. 

I have in my hand a summary of earnings and dividends paid by the company, 
and | ask unanimous consent that the table be printed in the Record at this 
point in my remarks. 
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There being no objection, the table was ordered to be printed in the Record, 
as follows: 





Net earn- Dividends Net earn- | Dividend 
ings Dividends | per share | ings Dividends | per share 
reported | paid | ($100 par | reported paid ($100 par 
| toPUC basis) to PUC | basis 
1940_.._- $872, 082 $240, 000 $1. 00 1950__- $878, 274 720, 000 $3. 00 
pal... 1, 299, 969 | 300, 000 1.25 |} 1951-. --| 1,413, 250 | 960, 000 4.00 
1942____ 1, 717, 188 420,000 | 1.75 |} 1952... 1,046,389 | 3,744,000 15. 60 
1943__.. | 1,508, 844 | 480, 000 | 2.00 || 1953 26 f 897, 461 1, 536, 000 6. 40 
1944. 1, 534, 920 480, 000 2. 00 | { 4. Si 
1945.... : 1, 317, 958 | 480, 000 2. 00 I ae 754, 898 1 1, 670, 330 |; plus 
1946... Sinn l 965, 854 480, 000 | 2.00 | > 1é 
1947__. (93, 416) 480, 000 2. 00 1955 21, 215, 353 576, 000 > 44 
BR ieiccbena deel 396, 315 120, 000 ( 1976 (3 
1949___. 325, 816 480, 000 2. 00 months) -..} ? —242, 002 0 
| 
$1,152, 0 dividend and &,320 ck of Continental Ent ‘ 
> : 18 1c e ¢ > is t i “ eC 
$791 } fT ‘ ! 671 } 4 V t 
dividends would be paid following repeal « 


I 


Mr. MacIntyre. I believe I have a question or two that I would 
like to ask the Commissioners, Chairman Hayes and Commissioner 
Kertz. But first 

Mr. Fatx. Mr. Mac Intyre, may I make one statement, please, Lo 
clear up any possible misunderstanding in the letter that I submitted 
to you that we referred to here earlier. Where I said there were no 

gas oline | taxes paid in Maryland, that statement is correct, but the 
C ompany . D. C. Transit Co., does pay a seat mileage tax In Marvland. 
I just w: ‘anted to be clear that I was t: alking just about the gasoline 
tax. They do pay a seat mileage tax in Maryland. 

Mr. MacIntyre. Yes, sir; we understood your letter to apply to 
the gasoline fuel tax. 

Mr. Faux. Yes, sir. 

Mr. MacIntyrr. Chairman Hayes, may I ask, is it your opinion 
that under existiig law the PUC has the authority to require the 
D. C. Transit Co. to account for its revenues and expenditures re- 
lating to its mass transportation business separately from any account- 
ing of its revenues and expenditures relating to other businesses, such 
as “sightseeing, helicoptering, or whatever is involved in the carrying 
of passengers ¢ 

Mr. Hayes. I think the categorical answer, sir, would be “Yes.” J] 
think if you are questioning as to whether we have the authority, I 
think the answer would have to be “Yes” as to that. I do think there 
would be the necessity of changing the method of accounting—classi- 
fication of accounting. And I can see there might be difficulty be- 
cause of the fact that some of these operations are matters over which 
we do not have control. To the extent to which we do have control, 
as far as areawise is concerned, I think the answer would be “Yes.” 

Mr. MacIntyre. In other words, it would require no change in 
existing law for you to do that as you see it? 

Mr. Hayes. I think the answer is “Yes,” that we have the authority 
under the original act and the subsequent franchise, I think we have 
the authority to do it. 

Mr. MacIntyre. Commissioner Kertz, do you agree with that view, 
the answer of Chairman Hayes? 

Mr. Kertz. Yes, I concur with that expression. 
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Mr. MacIntyre. Chairman Hayes, you have heard the testimony 
regarding the D. C. Transit having expenditures for advertising and 
so forth, that is for sightseeing, and the fact that the money that we 
used for that came from the mass transportation revenues. Do you 
have any comment that you feel you can properly make at this time, 
and would care to make, as to whether that is proper for the use of 
revenues of the mass transportation for the maintenance of a collateral 
business, helicopter business, or sightseeing business ? 

Mr. Hayes. Mr. MacIntyre, as you know, we have a hearing that 
is pending. We are going to be called upon in that hearing to pass 
upon the very type of thing which I believe you are asking about. 
The propriety of my answer to that I think would be immediately 

apparent to you, sir. I want to, and certainly am intending to, ap- 
proach this with my mind as wide open as I can,.and I certainly 
would appreciate it if T would not be asked to answer the question. 

The Cuamman. The question will not be pressed. 

Mr. MacInryre. We do not want to put you in a position of pre- 
judgment. We, however, want you to do whatever you feel proper 
for you to do in commenting at this time. 

Mr. Hayes. I think it fair to say, sir, that we have already decided 
that the propriety of such items is a matter that is going to be gone 
into. The company has indicated it has, I believe, a version different 
from what our staff has. That is the reason I say I am desirous of 
approaching it with my mind as wide open as I can, sir. 

The Cuarrman. Thank you very much for attending, I appreciate 
it. 

The committee will stand adjourned until 2 p. m. Monday here 
in this room. 

(Whereupon, at 4 p. m., the committee adjourned, to reconvene 
on Monday, May 19, 19% 3, at 2 p.m.) 





en oe enema —— 











COMPLAINTS OF SMALL- AND INDEPENDENT-BUSI- 
NESS MEN OPERATING SIGHTSEEING BUSINESSES 
IN THE DISTRICT OF COLUMBIA 


MONDAY, MAY 19, 1958 


House or REPRESENTATIVES, 
Sevect Commirree To Conpuct a StuDy AND 
INVESTIGATION OF THE PROBLEMS OF SMALL BusIngEss, 
Washington, D. C. 

The committee met, pursuant to recess, at 2:10 p. m., in room 1302, 
New House Office Building, Hon. Wright Patman (Chairman), pre- 
siding. 

Present: Representatives Patman (chairman), Multer, and Evins. 

Also present: Everette MacIntyre, chief counsel; Clarence D. 
Everett, staff member; and Marie M. Stewart, clerk; Victor P. Dal- 
mas, adviser to the minority members. 

The Cuatrman. The committee will please come to order. 

Mr. Chalk, will you please take the witness chair. 

Mr. CHa. Yes, sir. 

The CHarmman, Just sit down with your attorney or anyone else 
with you. 

Please identify yourself for the record. 


TESTIMONY OF 0. ROY CHALK, PRESIDENT, D. C. TRANSIT SYSTEM, 
INC.; ACCOMPANIED BY HARVEY M. SPEAR, ATTORNEY; JAMES 
H. FLANAGAN, VICE PRESIDENT AND COMPTROLLER; AND 
LEONARD WOLF, DIRECTOR OF SALES, D. C. TRANSIT, INC. 


Mr. Cuatkx. My name is O. Roy Chalk. I am president of D. C. 
Transit System, Inc. 

The Cuatrman. And identify the person with you, Mr. Chalk. 

Mr. Cuautx. Mr. Harvey Spear, my attorney. 

The CuatrmMan. Attorney for you. 

Mr. Cuarx. That is correct. 

The CuairmaNn. Would you have any statement to make in advance 
of our questioning you, Mr. Chalk ? 

Mr. Cuauk. Yes,sir. I would like to make a statement. 

The CuatrmMan. Do you have a prepared statement ? 

Mr. Cuavxk. Well, I have just a few notes from which I could make 
a statement. 

The Cuarrman. All right. About how long would it take you? 

Mr. Cuartk. About 5 or 10 minutes. 

The CuarrMan. ThatisO. K. Go ahead. 
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Mr. MacIntyre. Mr. Chairman, before the witness reads his state- 
ment, we do have an affidavit here. It is only a matter of a couple of 
paragraphs and relates to this matter. Perhaps he would want to 
take it into account, that is, what is in the affidavit with what he will 
say in the statement. So, with your permission and the committee’s 
permission, I shall read this short affidavit so that the witness 





The CuarrMan. In view of what you have said, you may go ahead ' 


and read that before he proceeds. 
Mr. MacIntyre. This is an affidavit made today and it is by Paul 
A. Swan. 


Paul A. Swan, being duly sworn, deposes and says: My name is Paul A. 
Swan. I ama partner in Federal Sightseeing Tours, and president of the Wash- 
ington Sightseeing Operators Association. I testified at the hearings before the 
Select Committee on Small Business of the House of Representatives Monday, 
May 12, 1958. I submit this affidavit in further amplification of that testimony. 

I informed the comimttee that on April 29, a D. C. Transit sightseeing guide 
appeared for the first time in front of my office at the Commodore Hotel for 
the purpose of soliciting business for D. C. Transit. A guide was also stationed 
there on April 30 and May 5. On May 13, the day following my testimony here, 
a D. C. Transit guide was again stationed in front of the Commodore Hotel 
where my business is located. On May 14, two D. C. Transit guides were sta- 
tioned there. The badge numbers of these two D. C. Transit guides are as 
follows : 441 and 482. 

(Signed) Pavur A. Swan. 


Mr. Mutter. Where is this Commodore Hotel ? 

Mr. MacIntyre. It is near the Union Station. 

The CuatrMan. Is this sworn? 

Mr. McIntyre. Sworn to before a notary of the District of 
Columbia. 

I move that that be received in the record. 

The Carman. Without objection it may be made a part of the 
record. 

(The affidavit referred to is as follows:) 


AFFIDAVIT OF Paut A. SWAN 
WASHINGTON, 
District of Columbia, 88: 

Paul A. Swan, being duly sworn, deposes and says: 

1. My name is Paul A. Swan. I am a partner in Federal Sightseeing Tours 
and president of the Washington Sightseeing Operators Association. 

2. I testified in the hearings before the Select Committee on Small Business of 
the House of Representatives on Monday, May 12, 1958. I submit this affidavit 
in further amplification of that testimony. 

3. I informed the committee that on April 29, a D. C. Transit sightseeing 
guide appeared for the first time in front of my office at the Commodore Hotel 
for the purpose of soliciting business for D. C. Transit. A guide was also sta- 
tioned there on April 30 and May 5. 

4. On May 13, the day following my testimony here, a D. C. Transit guide was 
again stationed in front of the Commodore Hotel where my business is located 
On May 14, two D. C. Transit guides were stationed there. The badge numbers 
of these two D. C. Transit guides are as follows : 441 and 432. 

Paut A. Swan. 

Subscribed and sworn to before me this 19th day of Muy 195s. 

[SEAL] HELEN H. Everg1t, 

Notary Public. 

My commission expires October 14, 1959. 


The Cuatrman. Mr. Chalk, you may proceed, sir. We are glad to 


hear from you. 
Mr. Cuatx. Thank you, Mr. Patman. 
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Mr. Patman, I wish at the outset to say that, first, I consider it a 
privilege to appear before this distinguished committee. For many 
years, I have followed the progress of this committee and I consider 
it one of the outstanding committees of Congress. I am most sympa- 
thetic and I always have been with all of its objectives. I would be 
delighted at any time in this proceeding or in any proceeding to be of 
assistance. I feel that as a small-business man myself I am most 
flattered, sir, to be here, if I may put it that way. I don’t consider 
my self a big business. I consider myself and always have as a small- 
business man. I have always in the past organized small-business 
men to fight for their rights and in all matters to defend themselves 
against, monopoly and other cartel systems which would not be to the 

dvant: age of the public and themselves. 

So, again, may I say it is a privilege to appear before you and I will 
be delighted to cooperate with you in all matters possible. 

The Cuatrman. Thank you, sir. We are glad to hear your testi- 
mony. 

Mr. Craik. Now, in respect to the particular occasion that I appear 
here, I would like to refresh the recollection of this committee as to the 
events that transpired since August 1956 when I first appeared as 
president of the D. C. Transit System. I would also like to refresh 
the recollection of the committee as to the events which transpired 
prior to August 15, 1956, which led to my taking over the presidency 
of the transit company. 

I wish to refresh the recollection of the committee as to the bad 
relations which existed on the part of my predecessor with the riding 
public. I wish to refresh the recollection of this committee as to the 
bad relations which existed by my predecessor with the Congress. I 
wish to refresh the recollection of this committee »s to the bad rela- 
tionship which existed with the local governments, :11d finally the bad 
relationship which existed with labor. 

I have felt, and I believe you must feel, that the ony way to doa job 
is to do a complete job and to do a good job. And I have tried my 
best honestly and for the best interest of my company, the public, 
Congress, and all the people of Washington to do nothing else but a 
vood job. And I feel from the reaction as it exists today that I have 
corrected all of the bad relationships which existed in the period prior 
to August 15, 1956. 

I feel that the riding public today is smiling and is happy. I feel 
that Congress views me with respect as I view them. I feel that labor 
feels that I am their friend and that there is no danger of strikes or 
disagreements which might lead to some form of catastrophe for the 
city. I feel that the local governments act as friends of the transit 
system and will together solve the problems of this city and the 
transit system. 

All these things T say to you to refresh your recollection. I direct 
you respectfully to these historical events which preceded my coming 
to Washington. 

The transit system in Washington prior to August 15, 1956, was one 
of hundreds of declining transit companies rapidly going out of busi- 
ness throughout the Nation. It wasn’t so much a question of its rela- 
tionship with the public that was of vital concern. At that time it 
was the very existence of transit which was at stake in the city of 
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Washington. Many of the cities throughout the Nation had actually 
had cause to discontinue their transit systems by virtue of the eco- 
nomics and their bad relationships. This situation I feel I have cor- 
rected. I have done a good job with respect to stopping the decline 
of transit in the District of Columbia. I feel that I have also done 
a good job in stopping what I think would have constituted some- 
thing contrary to the desires and policy of Congress and of the admin- 
istration, that is, public ownership of the transit system in the Dis- 
trict of Columbia. 

I feel that the efforts which I have put forth since August 15, 1956, 
have demonstrated that private enterprise acting aggressively and 
acting with good intent can do a good job and m: ake a ‘profit, and that 
it is not necessary to subsidize a transit system by virtue of public 
ownership. 

I would now like to go a little bit back historically, if I may, to 
analyze the modern transit system as well as the old traction com 
panies in relation to the type of services which they have in the past 
operated. And it will be found that the operators both of modern 
transit systems and of the traction companies of the past, of both the 
19th century as well as the 20th century, have always been a combina- 
tion of a three-phase service. Since such three-phase service is most 
significant, I call your attention to it. 

First, there has alw ays been the phase which has been known as the 
rush hour business service. 

Second, there has always been the phase of the off-peak-hour shop- 
ping service. 

And third, there has always been the phase of the off-peak-hour 
sightseeing and charter service. 

The three services go back to time immemorial. I coulk ; refer you, 
if I may, to a very interesting book called The Trolley Car Treasury, 
which gives the history of the trolley-car and bus systems of the 
United States, and it is one of the outstanding works of its kind. Tt 
indicates historically the history of all trolley-car operations, the 
horse-car age, and so on, going back to probably the 18th century, 
through the 19th, and right up to the 20th century. If you would 
glance through this book, you would find back in the 1800’s such de- 
scriptive data as, “Trolle ys were a pleasant way by which to explore 
unknown parts of a city. They were leisurely and cheap and afforded 
a fine car window of the neighborhood,” and so forth 

This was a sightseeing service that existed in the 1800's. It is not 
something new that D. C. Transit has first introduced to the District 
of Columbia or to any city in the United States. Sightseeing has al- 
ways, as I ; say, since time immemorial been a necessary adjunct as 

1 of the 3 p! iases of the transit system of any city, the phase of the 
hake hour service, the off-peak-hour shopping service, aa the off 
peak-hour sightseeing and charter service. They have always existed 
concurrently. They are a complete system. 

Historically, too, the function of the latter two services, that is, 
the off-peak-hour shopping service and the off-peak-hour sightseeing 
and charter service, has always been to make up for any possible loss 
of unutilized manpower and loss of unutilized equipment resulting 
from the inherent weakness of all transit systems operating between 
the hours of 10 a.m. and 4 p. m. 
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If I may be permitted to enlarge on this subject, between the hours 
of, shall we say, 6:30 or 7 a. m. to 9:30 or 10 a. m., we have the tre- 
mendous peaks when more persons than we can possibly carry are 
available to board our transit system. These are the rush hours, the 
hours when the problem is most difficult on a space basis. 

Then these hours are followed by the hours of between 10 a. m. and 
tp. m., when a real problem arises for the transit system of this city 
as Well as of every city throughout the land. 

These are the hours that make or break, in my opinion, any transit 
system. 

If it is possible to fill these empty seats that exist between the hours 
of 10 a. m. and 4 p. m., then you would have a very healthy transit 
system and a profitable one. 

If, during these hours, the load factor were of a very low nature, 
those would be the danger hours that would eventually contribute to 
the disadvantage of the transit system. 

With this concept in mind, the thought has always been paramount 
in my mind, in analyzing the problems of the system, that men and 
equipment which lie idle between these hours represent a potential 
danger to the transit system of the District of Columbia, and a poten- 
tial “danger to the public interest. They would create the possible 
need for higher fares if we were unable to lick the problem of the 
10 a.m. to4 p.m, business. 

Sightseeing and charter bus operations come within the same cate- 
sory of offpeak operations as does the offpeak shopping service. 

The mainstay of the period between 10 a. m. and 4 p. m. is the wo- 
man going to town to shop for her family, and so forth. This is the 
offpeak shopping period. It is a difficult period, as I say, but just 
as the shoppers support and contribute toward the success of a tran- 
sit system between the hours of 10 a.m. and 4. m., so, too, the sight- 
seeing and charter services contribute toward the success or failure 
e any transit system in the country, and particularly in the District 

f Columbia. 

It is my contention that offpeak shopping service and sightseeing 
and charter bus service are an integral part of th entire transit system 
and should not be viewed separate sly. 

With these concepts in mind, I would like to briefly, if I may, review 
the efforts of the D. C. Transit System to improve the health of the 
transit system in the District of Columbia. 

Our first concept was to start a real hard-sell transit sales program. 

When I took over the transit system, I found that there was no 
sales department, none that one could really eall a selling organiza- 
tion as such. I felt it was one of the great weaknesses that existed in 
the organization of my predecessor. 

I felt that if I was going to make a success of the transit system, it 
would be a real hard-sell job to everybody, to the public, to the Gov- 
ernment, to my own people. It was a selling job straight down the 
line. And I set out right from the start to put in as many innovations 
as it was humanly possible for me to think up that would be attractive 
to the public. 

I felt that if I gave the public such services, and if I showed them 
that I was out to do something constructive, that if I would outline 
a program of many things, and if in each program the name of 
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“Transit” appeared, then no matter what the new innovation was, as 
long as it was tied in with the transit system, it would react to the ad- 
vantage of the transit system, and eventually to the advantage of the 
public, if I made a healthy system out of it. 

With this concept in mind, I felt that there were two approaches: 

One, when you talk about a trolley or a bus, inherently, there is 
nothing very glamorous or salable about a bus or a trolley car unless 
you put something glamorous into it. 

Now, this may be good judgment, or it may be bad judgment. As 
a businessman I decided to glamorize the trolley and the bus. I still 
feel it was a good decision. I feel it was the right thing to do. 

Second, I decided I would set up a sales committee and bring to- 
gether the best brains of my existing organization and give them out- 
side advisers who are re: lly good salesmen, real good advertising men, 
men who knew their jobs. “It was something that didn’t exist pre- 
viously in the transit system here. 

So I said, “I will form a sales department, a sales committee such 
as never existed.” 

The main function of oe sales committee was to sell transit, but 
to sell “Transit” in novel and unusual a I think it cannot be 
questioned that I have attempted many novel and unusual ways. But 
in all cases, I was selling “Transit” straight down the line, in every 
instance. 

To refresh the recollection of this committee and to recite a few, I 
refer to Transit reconimendations on buslines: Transit Shopper's 
Express; Transit shelters, Transit Silver Sightseer streetcar ; ‘Transit 
Silver Sightseer buses; Transit air- -conditioned streetc ars; Transit 
air-conditioned buses; Transit extension of new routes: Transit 
courtesy signs in vehicles; Transit limousine service; Transit sight- 
seeing ter minals; Transit day tour holidays; Transit scheduled sight- 
seeing tours; Transit stewardesses; Transit embassy tours; Transit 
nightclub tours; Transit party buses; Transit racetrack service: 
Transit Government-contract operations ; Transit sightseeing ticket 
sales at various transit terminals; Transit. repainting and refurbish- 
ing of equipment; and Transit dieselization of buses, 

Please note in each case I used the word “Transit” to precede the 
item, even though the item might not be directly transit, and that 
was my theory of selling. Because, as long as I pounded and 
pounded, in a pleasant fashion, to sell Transit in different forms and 
to relate it to the overall picture, I felt I was helping and improving 
the transit system of our city. 

The basic philosophy which I have attempted to preach has been, 
in effect, that any suggested improvement related directly or indirectly 
to transit would improve transit, providing it were well advertised 
and constantly brought to the attention of the public through every 
possible medium of communication. 

This is good hard selling, and I think, if hard selling were adopted 
by many of our businesses today that are crying too loudly about 
so-called depressions and recessions, maybe some of the optimism 
which I think I have brought to the public might reflect itself in their 
business, too. 

But that is aside from the point. 
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I think if we all keep trying and doing as good a job as we possibly 
can, and not a halfway job, I think it is good for the country and good 
for the city. 

I would like to call the attention of this committee to that part of 
my philosophy which incorporated the concept that as many new 
ideas as possible should be directed toward the weakness of the 10 a. m. 
to 4 p. m. offpeak period. I wish to call the attention of this com- 
mittee to the fact that most of the projects and the innovations that 
I have directed our attention to were innovations that could be per- 
formed during the offpeak times. 

I would also like to call the attention of this committee to a rather 
interesting point: One of the major approaches which I attempted 
to utilize in selling sightseeing and charter was to contact thousands 
and thousands of persons not in the District of Columbia, not com- 
peting with the little sightseeing person. I went where he didn’t go. 
[I went to hundreds and hundreds of cities throughout the United 
States of America. 

I went to Washington on the coast, to Seattle. I went to Cali- 
fornia. I went to Texas. I went to Chicago. I went to thousands 
of agents in hundreds of cities throughout the United States and 
practically bombarded them with the wonderful sightseeing possibili- 
ties in the District of Columbia. 

To me, this helped the small sightseeing man in the District of 
Columbia. This made it possible for him to sell someone who never 
would have come to the District of Columbia had I not sent literature, 
had I not contacted agents, had I not tried to sell the District of 
Columbia as a wonderful sightseeing city. And we continue to do 
that. 

It is not so much that I was spending money in the District of 
Columbia. I was also spending it throughout the entire United 
States, and I think in a way I have « ontributed a bit to help my com- 
petitors. That goes for Gray Line, the real big company in this city, 
and it goes as well as the small sightseeing men whom I would be 
delighted to help in more ways if it were suggested to me. 

As a concluding remark, bearing in mind the histor y that I have 
given you and what I have tried to do during the last 18 months, I 
think that the results speak most eloquently for themselves. 

Today D. C. Transit can be pointed to as probably the only healthy 
transit company in the United States. Practically every other transit 
company in the country is still on a declining income basis. 

D. C. Transit has stopped that decline. D. C. Transit is going 
forward, and I do hope some day that it will not be necessary for us 
to take advantage even of the benefits given to me by the Congress 
of the United States, including the exemptions from the point of 
view of necessity. I hope that our earnings shall continue to improve 
where we will not be eligible for the advantages that were given me 
by the franchise with which I know you are all familiar. 

And I hope, if I need encouragement and help by the people of 
this city, by my competitors, as I helped them, and by the Congress, 
that D: ©. Transit will continue to be the best transit system in the 
United States. 

Thank you, sir. 

The CHarrman. Do you have Mr. Wolf or Mr. Flanagan here ? 
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Mr. Cuark. Yes, sir; I have them here. 

The CuatrmMan. You may have them take places up there with you, 
because I am sure that questions will be asked you that only they can 
answer. 

Mr. Cuak. It is possible. 

The Cuarrman. Mr. Evins, would you like to ask a question ? 

Mr. Evins. Mr. Chairman— 

Mr. Chalk, your statement has certainly emphasized that you have 
been very enterprising in promoting new systems of transportation. 

I, for one, have heard of your proposed tri ansportation system from 
Washington to New York, the limousine service. It might be a serv- 
ice that the public would employ if put into operation. 

Of course, the Congress has, by legislation, passed laws giving you 
and your company a franchise and certain specific privileges, with 
certain exemptions. 

This act was passed July 24,1956. It has been in operation almost 
2 years, and for the District of Columbia to have an adequate and 
satisfactory transportation system, this act guarantees to your com- 
pany at least 614 percent return after taxes. 

So, with that franchise, with these exemptions, and those guaran- 
ties, your company should provide the Nation’s Capital with the best 
transportation with any city in the Nation. 

Of course, we read reports in the press from time to time. There 
is a report now that D. C. Transit System is proposing to do away 
with transfers. The workingman and the Government employee can 
transfer from a streetcar to a bus without the payment of additional 
fees, but now you are proposing to do away with that. And I think 
it behooves Congress in the public interest, although we are interested 
in the great system, to keep a check on these proposals that they do 
not go too far. 

Is it possible with all of these proposed additions, shall we say, 
auxiliary services, to lose money on them so that you can write those 
losses off to accounts relating to your enormous profits on your regular 
substantial transportation system, mass transportation ? 

Is that possible? Is that happening ? 

Mr. Cuark. I don’t believe so, sir. 

Mr. Evins. Now, it is my information that a lot of these auxiliary 
services are losing money and they are showing a loss, and therefore, 
you can deduct them in your overall picture. That is one of the 
complaints that your competitors are charging to this committee. 

Mr. Cuarx. I am sure that Mr. Flanagan can testify and clarify 
that in your mind, sir. 

Mr. Franacan. If I may, Mr. Evins—— 

The CHatrMAn. Identify yourself for the record, please. 

Mr. Franacan. James H. Flanagan, vice president and comptrol- 
ler of D. C. Transit System, Inc. 

Mr. Evins, I would like to correct at the outset your interpretation 
of what that franchise says. Neither Congress nor any regulatory 
commission in the land can guarantee a utility anything. It would 
be unconstitutional. 

[ am not attempting to educate you, but it is not a possibility for 
them to guarantee it. They do give us the opportunity to earn 61, 
percent and they say if we do, it will not be unreasonable. 
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As a matter of fact, Mr. Evins, if we are now earning 3 percent, 
we are doing awfully well. So we are not within the realm of a fair 
return nor has the company been to my knowledge, for 5 to 10 years 
within that realm. 

Mr. Evins. Mr. Comptroller, I want to say personally as one in- 
dividual that 3 — your company to succeed and I want your com- 
pany to make sasonable profit. But if you are showing only a 3- 
percent profit, ‘oa be the reason for that is that there are vast ex- 
penditures in other services and other fields that if not included, 
would be over the 614 percent with the franchise grants. 

Say as an instance here that Congress finds that the opportunity 
to earn a return of at least 6144 percent net after all taxes properly 
chargeable to transportation represents a guaranteed return by the 
statute. 

Mr. Fuanacan. I am talking about a return on our mass trans- 
portation services, Mr. Evins, and that is a matter which is reviewed 
currently and annually by the Public Utilities Commission of the 
District of Columbia. 

It is a matter of public record not later than last August, I think 
the findings probably came out closer to October—that our return 
was not anywhere near 614 percent, sir. 

Mr. Evins. Are you keeping your accounting figures separate, your 
mass transportation from your auxiliary services, “sightseeing services 
and others ¢ 

Mr. Fianacan. No, sir, there are some elements of expenses which 
we can’t allocate. But as Mr. Chalk has so ably explained, the con- 
cept is becoming more and more important every day that the utiliza- 
tion of man-power for the rendition of charter and sightseemg busi- 
ness is an integral part of our overall operations and is not separable. 

Therefore, we do not—the answer to your question, sir, is that we 
do not keep a separate set of books. 

Mr. Evins. One further question, Mr. Chairman. 

If you did not have the auxiliary services and sightseeing services 
and limousine services and the racetrack services, confining your 
operation to mass tr‘ anepartekann alone, would or would not your 
company be earning 61% percent or more 

Mr. FLanacan. It wouldn't come even c lose, sir. 

The Cuarrman. Mr. Multer, did you want to ask a res 

Mr. Murer. Yes, sir. Please. I will be very brief 

Lawyers do not always interpret the same language > the same w ay. 
[ don’t agree with Brother Evins in his interpretation of the fran- 
chise when he says that this franchise guarantees your company any 
return. 

To simplify it, if your company sustained a loss, the company must 
bear the whole loss. Is that not right ? 

Mr. CHatk. Absolutely, yes, sir. 

Mr. Muurer. There is nothing provided in the law or the fran- 
chise or anywhere else to give you one nickel of Government funds, 
isn’t that so? 

Mr. FianaGan. That is absolutely correct, yes, sir. 

Mr. Muurer. Any earnings you may have must. come out of gross 
receipts from operations / 

Mr. FLaAnaGan. Yes, sir. 
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Mr. Mutter. Now, will you tell me, please, how many employees 
the D. C. Transit System has? 

Mr. Fuanacan. In the neighborhood of 3,200 employees, sir, of 
whom over 1,900 are operators on our streetcars and buses. 

Mr. Murer. Do you attempt to segregate at all the number that 
are assigned to charter and sightseeing services 

Mr. FLranacan. We do not; no, sir. 

Mr. Muurer. How many vehicles does the Transit System have? 

Mr. Fuanacan. 877 buses and 501 streetcars. 

Mr. Mutter. Is there any specific number of those vehicles assigned 
to sightseeing and charter service? Is there any specific number of 
vehicles assigned ? 

Mr. Fianacan. No, sir. It depends on the demand, and Mr. Chalk 
reminds me—and it is a very important point—we have ordered 100 
new buses, delivery of which is expected in July, and a substantial 
number of which, 67 in number, I believe, will be air-conditioned, at 
a cost of $2,600,000. 

Mr. Murer. Did you say that your largest or biggest sightseeing 
or charter service competitor in the District of Columbia is the Gray 
Lines ? 

Mr. Fianacan. That is obvious from their own figures, yes, sir. 
They do 31,200,000 worth and the most we have ever done was last 
year and that amounted to $400,000 charter work. 

Mr. Mutter. Do you know how many employees Gray Lines has? 

Mr. Franaaan. It is slightly over 100 as I remember the statement 
of Mr. Burroughs. 

Mr. Mcutrer. How many vehicles do they operate / 

Mr. Franacan. I would rather he answer that. I don’t want to 
give an incorrect answer. 

Mr. Murer. Can you give us an approximate figure, or supply if 
for the record ? 

Mr. FianacGan. It is less than 100 and Mr. Burroughs could verify 
that. 

Mr. Moutrer. Has D. C. Transit System, Inc., filed any schedule 
for an increase of rates since the charter was granted in 1956? 

Mr. Franacan. We have just within the last 2 weeks filed with 
the Public Utilities Commission of the District for an increase, 
minor in nature, through the eliminations of tokens, making the 
universal fare 20 cents for adults, and an increase in the school fare 
from 71% to 10 cents. Those are the only changes contemplated at 
this time. 

Mr. Mutter. Did you place this charter or sighteeing service— 

Mr. Fuanacan. As Mr. Chalk says, it has been an integral part of 
the business since way back. Speaking of Capital Transit Co., which 
was incorporated under the rules of Congress in 1933, of my own 
knowledge, they have had a charter department since that di ate, 1933 

Mr. Murer. At any rate, your charter does permit you to oper: ate 
a charter and sightseeing service. 

Mr. FuanaGan. Yes, sir. 

Mr. Mctrer. That is all, Mr. Chairman. 

The Cuarrman. Mr. MacIntyre, the counsel for the committee, you 
may ask any questions you desire at this time. 

Mr. Mac Inryre. Mr. Chalk, do you recall that sometime last 
month, prior to April 22, I communicated with you and Mr. Flana- 
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gan about meeting with representatives of this committee in its 
rooms here in the House Office Building to discuss the matter of 
complaints that had been made to this committee ? 

Mr. Cuak. Yes, sir. 

Mr. MacIntyre. And you on April 22 did attend such a conference ? 

Mr. Cuark. I did. 

Mr. MacIntyre. You and Mr. Flanagan. 

Mr. CHALK. Yes, sir. 

Mr. MacInryre. Do you recall that on the oceasion of that confer- 
ence I , for the chairman of this committee asked for certain infor- 
mation regarding the operations of D, C. Transit Co., particularly as 
they related to the sightseeing and charter business ? 

Mr. Cuark. I believe so, sir. 

Mr. MacInryre. And you requested that those inquiries be made 
in writing. 

Mr. CHauk. Yes. 

Mr. MacIntyre. And on April 23, those inquiries were reduced to 
writing and handed to you, I believe. 

Mr. Cua. I believe so. 

Mr. MaclInryre. Over the signature of the chairman of this 
committee. 

Mr. Cuark. Yes, sir. 

Mr. MacIntyre. Mr. Chairman, I ask that there be received in the 
record a copy of your inquiries of April 23 as addressed to Mr. Chalk. 

The CuairMan. Without objection, so ordered. 

(The document referred to is as follows:) 

APRIL 23, 1958. 
Mr. Roy CHALK, 
President, D.C. Transit System, Inc., 
Washington, D.C. 

Dear Mr. CHALK: This is in further reference to the discussions that Mr. 
Everette MacIntyre, general counsel of the House Small Business Committee, 
has had with you and others regarding alleged undue advantages and privileges 
enjoyed by the D. C. Transit Co. in the conduct of a special charter and sight- 
seeing business. 

You will recall that at the conclusion of Mr. MacIntyre’s conference with you 
and Mr. Flanagan during the afternoon of Tuesday, April 22, 1958, he made 
three oral inquiries. You responded that you would respond to those inquiries 
if they were reduced to writing. It is the purpose of this letter to present those 
inquiries in writing. 

The inquiries to which reference has been made are: 

1. Please advise whether for the year 1957 the special charter and sightseeing 
business of the D. C. Transit Co., was operated at a profit or loss. In the event 
that business, including the business of limousine charter service, was operated 
at a loss for the year 1957, please advise how much loss was involved in the 
charter and sightseeing business and how much loss was involved in the opera- 
tion of the limousine rental business. 

2. Did D. C. Transit Co. for the year 1957 in its accounting allocate as a charge 
against its special charter and sightseeing business any amount for advertising 
of charter, sightseeing or limousine rentals? In the event the allocation of any 
such charge was made in the accounting of the D. C. Transit Co., please advise 
what the total amount of that charge was and the basis used in its determina- 
tion. For example, was the determination made on the basis of the value of the 
service comparable to the amount of the charge if the service had been rendered 
to a third party? 

3. Did D. C. Transit Co. during the year 1957 utilize any manpower, equip- 
ment, facilities, materials or other resources allocated in any way to its business 
of transporting passengers on fixed schedules over fixed routes in conneetion 
with or in the conduct of its special charter, sightseeing or limousine rental 
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business? In the event the answer to this question should be in the affirmative, 
please specify in detail the nature and extent of such utilization. 
May we have in writing at your earliest convenience your response to these 
inquiries? 
Sincerely yours, 
WriGHT PATMAN, Chairman. 


Mr. MacIntyre. On April 24, you responded i in part to the chair- 
man’s inquiries. You recall that, Mr. Chalk. 

Mr. Cuaux. Yes, sir. 

Mr. MacIntyre. Mr. Chairman, I have a letter that Mr. Chalk 
wrote you on that date and I ask that that be received in the record. 

The CHatrmMan. Without. objection, so ordered. 

(The document referred to is as follows:) 


D. C. TRANSIT SYSTEM, Inc. 
Washington, D. C., April 24, 1958. 
Hon. WRIGHT PATMAN, 
Chairman, Select Committee on Small Business, United States House of 
Representatives, Washington, D. C. 

Deak Mr. PaTMAN: This is to acknowledge receipt of your letter of April 23, 
regarding which I hasten my reply. The information you request is a subject 
I shall refer promptly to my accounting department for determination. 

Regarding items 1 and 2, as far as I know at the present time, we have no 
specific segregation of the figures which you request and it will probably require 
some study, analysis and evaluation to determine. As soon as the information 
is available, I shall be most pleased to communicate the same to you, particu- 
larly because I am most sympathetic with the activities of your committee 
regardless of the fact that they are not relevant to the conduct of our business. 

Regarding item 3, I am pleased to reply in the affirmative. Concerning your 
inquiry as to the nature and extent of such utilization, please be advised that 
all of the manpower, equipment and facilities of the company which were used 
pursuant to section 6 of our franchise; to wit, in the charter and sightseeing 
business, were likewise used pursuant to the other applicable authorizations 
contained in the said franchise, with the exception of limousine equipment 
which is presently not used in connection with regular transit, but, however, 
is so contemplated. 

With all best personal wishes, I am, 

Yours very truly, 
O. Roy CHALK, President. 

Mr. MacIntyre. Then on April 29 the chairman of this committee 
wrote you asking for additional information which had been fequeste d 
on April 23, but which you had not submitted on April 24 in that 
communication. 

Mr. Cuark. That is correct, sir. 

Mr. MacInryre. Then on May 3 he wrote you again asking for 
the information. Do you recall that communication 

Mr. Cuatx. I believe so. I don’t happen to have it with me, but 
I assume it to be the case. 

Mr. MacIntyre. Well, I will read that into the record if I may, 
Mr. Chairman. 

It is from you to Mr. Chalk and it is May 3, in this language: 

I refer again to the information we are awaiting regarding item 1 and 2 
in my letter of April 28. Your reply within the next few days would facilitate 
the work of this committee. Please advise Mr. MacIntyre on Monday as to 
when he may expect the information requested. 

Then on May 5, 2 days later—Mr. Chairman, I ask that—— 

The Cuarrman. Why don’t you get them all in together, Mr. Mac- 
Intyre, at one time? 

Just read what you have got, what you want. If they are germane, 
they will be put in. 
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Mr. Mouurer. Mr. Chairman, in order to facilitate the matters, why 
not have Mr. MacIntyre identify the letters and offer them for the 
record ? 

The Cuatrman. That is right. 

Mr. MacIntyre. Then, on May 5, Mr. Chalk addressed a 3-page 
letter to the chairman, in which he further responded to the inquiries 
of April 22. 

Do you recall that, Mr. Chalk? 

Mr. Cuak. Yes, sir. 

Mr. MacIntyre. Mr. Chair, I ask that all of this correspondence be 
received into the record. 

The CHarrMan. Without objection, so ordered. 

(The documents referred to are as follows:) 


D. C. TRANSIT SYSTEM, INC., 
Washington, D. C., May 5, 1958. 
Hon. WRIGHT PATMAN, 
Chairman, Select Committee on Small Business, 
House of Representatives, Washington, D.C. 


DEAR Mk. CHAIRMAN: This will acknowledge the receipt of your letter of 
April 29, 1958. Before furnishing the detailed information you have requested 
I would like to review briefly the circumstances which have preceded this letter. 

On April 22, 1958, I gladly accepted an invitation to attend a conference with 
Mr. Everette MacIntyre, general counsel of your committee. Mr. MacIntyre 
explained that the purpose of the conference was to discuss numerous com- 
plaints which the committee had received against D. C. Transit System, Ine. 
to the effect that there is an alleged trend in this area to a monopoly in the 
charter and sightseeing business. Mr. MacIntyre was forthright in explaining 
that the real grievance here appears to stem from the tax privileges granted 
to D. C. Transit System, Inc., by Congress. 

In our conference, I explained that the remedy for the grievance for the 
complaining companies is for them to obtain similar privileges from the Con- 
gress. As I indicated, I would be pleased to support and help them in any way 
I could to obtain such privileges. In this connection, may I call your attention 
to H. R. 11246, introduced by Congressman Broyhill, which is designed to 
accomplish this very purpose. It is difficult for me to connect the grievance 
against our tax privileges with the charges of monopoly. 

As I also pointed out to Mr. MacIntyre, I wish to make one point very clear. 
Our transit system cannot possibly endure as private enterprise without the 
tax privileges which we have received. If we had not obtained these tax 
privileges in 1956, I would not have been interested in engaging in the transit 
business in the District of Columbia. 

As Congress indicated when it enacted our franchise into law, it regards our 
franchise as a contract between the Government and D. C. Transit System, Inc. 
Section 2 (a) of our franchise provides that the contract term is 20 years and 
section 2 (b) provides that we are entitled to damages for any loss of or changes 
in our franchise during the first 7 years to which we do not consent. 

With reference to item 1 of your April 23d letter, in the few days since re- 
ceiving it, we have been unable to make any detailed cost study of the numerous 
accounting records involved, but we have been able to evaluate the general op- 
erations of that department. Based upon our evaluation, it is our belief that 
our charter and sightseeing business is covering all of the expenses which we 
believe to be properly applicable to it. 

With reference to item 2 of your April 23d letter, please be advised that we do 
not specifically segregate our advertising by departments. The reason we do 
not allocate advertising is that it is impossible to allocate to any one department 
the general good will which we obtain for all of D. C. Transit System, Inc. from 
our advertising. This is because the advertising of any one of our departments 
or activities helps out the sales and revenues of our other departments and activi- 
ties. To me, our sightseeing business has for over 50 years been the glamorous 
side of our transit business and the two forms of transportation services are 
inseparable. 

We trust the above information will give you all of the pertinent information 
requested. 











130 SIGHTSEEING BUSINESSES IN THE DISTRICT OF COLUMBIA 


As a businessman who started an airline 10 years ago with only two small 
planes, I am most interested in and sympathize with the objectives of your Small 
Business Committee. Although D. C. Transit System, Inc. and its predecessors 
have been in the charter and sightseeing business for over 50 years, I personally 
have only been on the scene since August 15, 1956. Since that date, we at D. C. 
Transit have been battling what we believe to be the sightseeing monopoly of 
the Gray Line, Inc. 

In further response to your questions on our franchise, I wish to call your 


attention to section 6 of our franchise which gives us specific authority to en- 
gage in “special charter or sightseeing services.” This section must, of course, 
be read together with the other pertinent provisions of our franchise, including 
section 3 which provides that no competitive bus line, including spceeial charter 
and sightseeing service, can operate “over a given route on a fixed schedule” 
without first obtaining prior issuance of a certificate by the Public Utilities Gom- 


mission of the District of Columbia. 

In our opinion, section 3 read together with section 6 requires all competing 
charter or sightseeing bus lines to obtain a certificate from the Public Utilities 
Commission if they wish to operate over given routes or on a fixed schedule. 
Such a certificate would not be required for nonscheduled charter or sightseeing 
bus operations. 

If I can be of any further service to you or your committee, please feel free 
to call upon me. 

With all best personal wishes, I am 


Very truly yours, 
O. Roy Cuatk, President. 


Mr. MacInryre. Minutes of the meeting of April 22, 1958, were 
kept, Mr. Chalk, and on the motion of Congressman Seely- Brown, a 
member of this committee, they were received into the record of this 
proceeding. That is the meeting of May 12. 

I would like to read an answer that you made to a question that was 
asked you on that occasion. It had to do with your engaging in sight- 
seeing and charter business. You called attention ‘to section 6 of 
Public Law 757, and the authority that it granted to you to engage in 
that business, and then you said: 

I would imagine it was done in order to maintain supplementary income to 
keep fares pretty low. If we eliminated the sightseeing services, which our 
competitors want us to do, it would result in an increase in fares. That might 
be a subject for the Small Business Committee. 

Do you recall taking that position in the course of that conference? 

Mr. Cwatx. I recall saying it could result in an increase in fares, 
because that is an integral part of our system, and if it were eliminated, 
it is possible that we would lose money during the hours of 10 and 4 
that would have been important revenues, that would eventually be 
reflected in fares. That is correct, sir. 

Mr. MacIntyre. So, the committee may take what you have said on 
that subject as a statement from you that for you to stop } your opera- 
tion of charter and sightseeing services would increase your cost of 
doing busines for the mass transportation. 

Mr. Cua.x. It appeared to me that if I eliminated sightseeing and 
charter, I would also eliminate utilization of important manpower and 
important equipment that would have been idle anyhow had I not used 
them. 

That is a general proposition, without pinpointing any particular 
thing. But we do have a lot of manpower available. We have thou- 

sands of employees who, if I didn’t find work for them during the 
hours between 10 and 4 p. m., might—they might probably be “paid 
anyhow, because we have to guarantee them a minimum number of 
hours of work a day. So, if a man were working, say, 2 hours in the 
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morning for rush hour, and 2 hours in the afternoon, late afternoon for 
rush hour, and there were 4 or 5 hours of work on the rush hour busi- 
ness, I would still have to pay him for 8 hours during midday, even 
if I didn’t put him on a bus. 

So, I say if I did put him on a sightseeing bus or a charter bus or a 
shopper’s express bus or an ordinary bus, that runs between 10 and 4, 
to me that is found revenue from labor I would be paying anyhow, and 
from equipment I would be paying anyhow, and if you eliminated my 
right to operate between 10 and 4 p. m. on either the shopping service 
between 10 and 4 p. m., or the sightseeing service and the charter 
service between 10 and 4 p. m., it might well cause the loss of valuable 
revenue which, in turn, would cause us to lose money, which in turn 
would cause possibly a higher fare. ; 

I say this is possible and, in my judgment as a businessman, it might 
come to pass. I could be wrong. 

Mr. MaclInryrp. And that would be true not only for the charter 
and sightseeing business, but, as you see it, to your limousine rental 
service as well. 

Mr. Cwarx. I didn’t mention anything about limousine rental, sir, 
in that statement. 

Mr. MacInryre. It is one of your collateral services; isn’t it? 

Mr. Cuaik. Yes; it is one of our collateral services. 

Mr. MacInryre. And this—— 

Mr. Cua.xk (interrupting). We do utilize manpower there which 
could possibly become surplus or unused during the hours of 10 to 4. 
That is correct. 

I wouldn’t say that the equipment was equipment that would nor- 
mally be used between the rush-hour periods, but the manpower are 
still the same men. 

Mr. MacInryre. But what you have said about the intermingling 
of manpower between the mass transportation and the charter and 
sightseeing goes also for the limousine rental service ? 

Mr. Cuaik. That is correct, sir. 

Mr. MacIntyre. And that is what you really meant when you spoke 
about that intermingling in your letters to the chairman of April 24 
and May 5? 

Mr. Cuark. Well, if vou refer to a specific paragraph, I will know 
what yousay. lassume that to be the case; yes, sir. 

Mr. MacIntyre. In your discussion of items 1 and 2, you outlined 
to him that you did not make a segregation of manpower. 

Mr. Cuark. That is correct. You are quite right, sir. 

Mr. MacIntyre. So, any costs that the D. C. Transit Co. incurs on 
manpower or for manpower are not allocated to any particular service. 
It is just lumped. 

Mr. Cuavtx. I think Mr. Flanagan can answer that better than I. 

Mr. Fuanacan. For the record purposes—and it is an item for 
which I have been criticized from Mr. Chalk down, and I am going to 
change it, Mr. MacIntyre—the wages of employees who operate the 
sightseeing vehicles have been charged to a separate account. 

The reason I am going to change that practice is this: 

We have in our union contract a section—and, if I may, and it will 
only take a moment—I would like to read it into the record, because 
it gives the very basis for what Mr. Chalk is saying. 
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This is contained in the agreement between the D. C. Transit Sys- 
tem, Inc., and Division 689 of the Am: ugamated Association of Street, 
Electric Railway, and Motor Coach Employees of America: 


SEcTION 31 (b). All extra operators shall be guaranteed a minimum of 6 
hours’— 


which becomes 7 hours on November 3, 1957— 

pay per day at their regular rates of pay for a week of 5 consecutive days, not 
including their assigned days off, provided such employee makes and completes 
all reports required of him for that day subject to legal restrictions. 

Section 31 (c): 

Extra operators shall be guaranteed a minimum of 35 
effective November 3, it will become 38 
hours’ pay at their respective regular wages of pay for a week of 5 days. 

Now, these extra operators are provided for what is called “tripper 
service,” and they do not in all cases perform a 7-hour day’s work nor 
a 6-hour day’s work. 

So, they sit around and do nothing for several hours. 

Now, it is those men that we say should be put to work productively. 

Extra men are a necessity and any operating man in the room will 
tell you that you can’t run a system without extra men. But what 
destroys the transit company is to have to employ those extra men and 
have nothing for them to do for even an hour or 2 hours every day 
of the week. 

We say, “Put them to work on a sightseeing bus. Put them to work 
on any extra service, so long as they earn their pay. And if that work 
produces revenue, it is all to the good, and it can’t help but benefit the 
man who pays his 20 cents to ride a bus or a streetcar. It is just in- 
herent in the whole setup, Mr. MacIntyre. 

Mr. Moutrer. May L ask a question ¢ 

The CuHarrmMan. Go ahead. 

Mr. Mutter. You have but one union contract covering all the 
system’s employees? One union contract covering all the employees 
of the system ? 

Mr. Fianacan. That is right; as to all but salaried employees, who 
are not unionized. 

Mr. Mutter. And is there any prohibition in the contract as to us- 
ing the men on the transit system vehicles or on the sightseeing and 
charter vehicles? 

Mr. Fianacan. No, sir; they love it. 

Mr. MacIntyre. Mr. Chalk, on May 17, 1958, you testified before 
an examiner of the Interstate Commerce Commission on an appli- 
cation you had made for D. C. Transit for the limousine service to 
New York. 

Do you recall that? 

Mr. Cuarx. Yes, sir. 

Mr. MacIntyre. On that occasion, on page 54 of the transcript 
of that hearing, Mr. Spear—that is your attorney beside you, isn’t it? 

Mr. Cuatx. That is correct. 

Mr. MacIntyre. Mr. Spear is reported to have made this statement: 

I think the record has already shown that the witness has personally super- 
vised the limousine rental service, charter service, of D. C. Transit for close to 
2 years, this being a branch of the service of the transit company; and that he 
personally had expanded and taken a great deal of interest in it. 
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That is a correct statement of fact; isn’t it? 

Mr. Cuarx. That is an understatement. 

Mr. MacIntyre. That is, you do personally supervise and manage 
the charter and sightseeing and limousine rental service of the D. CG 
Transit Co. ? 

Mr. Cuarx. No, I supervise. I won’t say I am the manager, but 
I certainly keep in close touch with all operations of my business. 

Mr. MacIntyre. You personally supervise it. 

Mr. Cuax. I supervise all aspects of my business. 

Mr. MacIntyre. Could you tell us what the number of employees 
is that D. C. Transit presently has in that service ? 

Mr. Cuatk. Which service / 

Mr. MacIntyre. Charter and sightseeing service in the District of 
Columbia. 

Mr. Cuarx. It would be very difficult to segregate the number. It 
might on occasion include 100 men. It might include 500 men, de- 
pending on the needs at a particular time. 

We have a total of probably 38,200 operators available for the serv- 
ice. If we only had the business. 

I will stand corrected on that. I was adding our maintenance in, 
and so on. There are probably 1,900 drivers available, any one of 
which could be utilized under the contract, as a matter of fact. 

[ believe the union contract provides that we should show no pref- 
erence, or there is some sort of a provision there. 

So, I would say that all of our 1,900 men are available for that 
service, depending on the volume of business that we might receive. 

Mr. MacInryre. Did you employ a man by the name of Clayton 
Wells as one of those employees quite recently ? 

Mr. Cuark. I don’t recall the name. I could check the record. I 
don’t know. I mean, I can’t recall the names of all my boys. 

Mr. MacIntyre. He was a sales manager of one of your competi- 
tors until these hearings were announced, or just about that date, and 
we understand that he went into your employment just about that 
time. Although you supervise this business, you are not able to tell 
the committee- 

Mr. Cuavx. There are many of my employees I don’t know per- 
sonally. I mean, I sit in on all of our committee meetings. I estab- 
lish polic: y. I go around into the shops and the garages. I meet 
hundreds and hundreds of people, but I don’t know ‘their first names 
or their last names. 

Mr. MacInryre. Would Mr. Flanagan know ? 

Mr. Fuanacan. I know who he is, but I think Mr. Wolf is better 
— to discuss it. 

The Cuatrman. Mr. Wolf, identify yourself for the record, please. 

Mr. Wor. My name is Leonard W olf. I am director of sales, D. C. 
Transit. 

Mr. MacInryre. Are you a salaried official of D. C. Transit? 

Mr. Wor. No, I am not. 

Mr. MacInryre. How are you compensated for your services as 
sales director ? 

Mr. Wotr. Ona yearly retainer. 

Mr. MacInryre. On a yearly retainer. 

Mr. Worr. Right. 

Mr. MacInryre. How much ? 
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Mr. Wo r. $15,000 per year. 

Mr. MacIntyre. How is that paid to you? 

Mr. Woxr. Monthly. 

Mr. MacIntyre. What are your duties as sales director of the D. C. 
Transit ? 

Mr. Wo tr. I am the head of the sales committee. I create the 
various tours, supervise the sales people that we have, and in genera] 
supervise the sales department. 

Mr. MacIntyre. Who constitutes the sales committee other than 
you? 

Mr. Worr. Various officials of D. C. Transit and people concerned 
with sales. 

Mr. MacIntyre. Could you name them? 

Mr. Wotr. Yes, I can. 

Mr. MacIntyre. Will you, please ? 

Mr. Worr. Mr. Chalk, of course, Mr. Buckley, Mr. Fox, Mr. Goad, 
Mr. Savage, Mrs. Dixon, Mr. Hunt, Mr. Keyser. I believe that is 
all. 

Mr.MacIntyre. Did you personally handle the employment of 
Mr. Clayton Wells quite recently ? 

Mr. WotrF. Yes, I did. 

Mr. MacIntyre. What was the date that you employed him? 

Mr. Woxr. I don’t know exactly, sir. It is several weeks ago. 
About a month ago, I guess. 

Mr. MacIntyre. You knew when you employed him that he was 
serving as sales manager of one of your competitors / 

Mr. Worr. Oh yes, it was common knowledge. 

Mr. MaclInryre. It resulted in considerable patronage being 
switched from your competitor to you through your employment of 
Mr. Wells, didn’t it 2 

Mr. Wotr. No. Unfortunately it hasn’t. He came to us too late 
in the season to do any good. Mr. Wells came to us and asked for a 
job, and looking forw ard to next year and years ahead, we gave him 
one. 

Mr. MacIntyre. How many employees do you have in your charter, 
sightseeing, and limousine rental work, Mr. Wolf? 

“Mr. Worr. You mean in a sales and administrative capacity ? 

Mr. MacIntyre. Including those of your committee. 

Mr. Wotr. About 25, sir. 

Mr. MacIntyre. Twenty-five in sales. 

Mr. Wotr. Yes. 

Mr. MacIntyre. Do you know anything about how many others are 
emploved beyond that 25? 

Mr. Worr. As Mr. Chalk stated, it varies from time to time. 

Mr. MacIntyre. Up to 5004 

Mr. Wor. Depending upon the kind of business that we have. 
Now, all of the 25 are not sales people nor are the 25 doing ex- 
clusively charter, sightseeing, and limousine rental work. Some of 
them are administrative people and operating people, people who 
schedule the tours and put them together and plan the itineraries and 
price them and bill them, and so for th. 

Mr. MacIntyre. What is your total annual payroll of the 25 who 
are sales people that you employ ? 
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Mr. Worr. I believe Mr. Flanagan may be better acquainted with 
that. 
Mr. Fianacan. I don’t have it with me, Mr. MacIntyre. I will be 


glad to furnish it. 


Mr. MacIntyre. Will you supply that for the committee ? 

(This material was received and is included at the conclusion of 
the record.) 

Mr. Cuatk. May I make a comment on that? There are many 
persons that are being referred to here as on the sales committee 
that perform other functions in the transit system. I just want to 
make clear that the people we are talking about are not exclusively 
in any one phase of the transit operations. Mr. Keyser, for example, 
serves on the sales committee, and is also in charge of training. He 
has been doing that job very well for more than 35 years. And 
myself, for example, I am not exclusively in the sales ‘department. 
So it would be hard to allocate which portion of a man’s salary 
should be chargeable to charter or sightseeing business. I just want 
to make that clear. There isn’t a clear line. 

Mr. Mourer. Mr. Chairman, may I ask a question at that point. 

The Cnarrman. Go ahead, Mr. Multer. 

Mr. Mutrer. Are you required to, and if so, do you file regular 
statements with the District Commissioners of the District of 
Columbia ? 

Mr. Cuatx. We doso monthly. 

Mr. Mutter. As to your operating expenses in detail showing the 
different kinds of employees and the salaries paid and other expenses, 
and the like? 

Mr. Cua. We do so, sir. 

Mr. Mutter. Do they audit your books? 

Mr. Cuark. They do, sir. A fulltime auditor right on our premises 
allthetime. That isa Public Utilities Commission auditor. 

Mr. Murer. Yes, sir. 

Mr. Macintyre. Mr. Wolf, how many employees in your sales de- 
partment are assigned to the sightseeing headquarters at 1125 Pennsyl- 
vania Avenue ¢ 

Mr. Wotr. That varies, sir. I can check it for you on an average. 

Mr. MacInryre. About how many ? 

Mr. Wotr. Oh, I imagine about 4 or 5. 

Mr. MacIntyre. Do any of those do any services at all for the TCA, 
that is, the Airways? 

Mr. Wor. No, sir. 

Mr. MacIntyre. No hostesses or stewardesses or ticket sellers for 
that service there ? 

Mr. Wo rr. No. 

Mr. MacInyre. No tickets sold for the Airways there ¢ 

Mr. Wotr. They are sold there but by the TCA personnel. 

Mr. MacInryre. How many TCA personnel are assigned to that 
office ? 

Mr. Worr. I believe one. One ticket girl. 

Mr. MacIntyre. One ticket girl. 

Mr. Cuax. I will double check that for you, sir. 

Mr. MacIntyre. You have your office in Washington, D. C., do you, 
Mr. Wolf? 

Mr. Worr. I have an office at D. C. Transit. 
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Mr. MacIntyre. How much time do you spend here? 

Mr. Worr. That varies, sir, that varies. 

Mr. MacIntyre. From what to what? 

Mr. Wor. From weeks at a time to 3 days or 4 days at a time, de- 
pending. 

Mr. MacIntyre. Do you carry on some of your sales management 

and sales directorship functions for the D. C. Transit Co. when you 
are in New York? 

Mr. Worr. At times. 

Mr. MacIntyre. How do you perform those functions ? 

Mr. Wo rr. Visit with various hotels with whom we are working in 
New York; visit with travel agents, railroads, tour operators, and so 
forth. 

Mr. MacIntyre. Are you in communication with the Washington 
office about those matters on the te lephone? 

Mr. Wotr. Yes, I am. 

Mr. MacIntyre. In that connection, do you use to any substantial 
degree this tie-in line with Mr. Chalk in New York? 

Mr. Worr. Not extensively, sir. 

Mr. MacIntyre. Well, describe how you do use it. 

Mr. Wor. Perhaps once a day. 

Mr. MacIntyre. Once a day. For several minutes when you are on 
the wire? 

Mr. Woxr. Several minutes. 

Mr. MacIntyre. May I ask Mr. Chalk this question? When you 
are in New York, do you use your tie-in line in Washington in con- 
nection with your sightseeing and charter business and rental busi- 
ness ¢ 

Mr. Cuarx. Constantly. I may call a dozen or 15 times a day. 

Mr. MacIntyre. May I ask Mr. Flanagan this question? Do you 
eall Mr. Chalk when he is in New York about the charter and sight- 
seeing and limousine rental business over the tie-in line? 

Mr. Franacan. Yes, sir, and any other problem that comes up 
related to our organization. 

Mr. Cuatx. May I correct my answer? It is not only on the char- 
ter or sightseeing business that I use the telephone. It is in connec- 
tion with all the facets of the Transit System. 

Mr. MacInryre. But you are constantly in touch with your Wash- 
ington office about those services also? 

Mr. Cuatx. Day and night. 

Mr. MacIntyre. And Mr. Flanagan is in touch with you when you 
are in New York and Mr. Wolf when you are in New York about 
those matters over the tie-in line. 

Mr. FuanaGan. Yes, sir. 

Mr. Macinryre. Is that correct ? 

Mr. FuanaGan. Yes, sir. 

Mr. MacInryre. Would it be, then, fair to say also that a consid- 
erable amount of your travel between New York and Washington 
by air and otherwise is for the benefit of charter and sightseeing 
services of the D. C. Transit? 

Mr. Cuarx. I would say it is for the benefit of the Transit System 
and the city. 

Mr. MacInryre. It would include the charter and sightseeing, 
though, wouldn’t it ? 
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Mr. Cuaxk. It includes the entire transit system which includes 
the sightseeing service. 

Mr. MacInryre. And may I ask Mr. Wolf this question? A sub- 
stantial part of your travel between New York and Washington would 
be for the work that you are doing for the charter and sightseeing busi- 
ness, Is that correct? 

Mr. Wotr. For the entire transit company. 

Mr. MacIntyre. Well, what do you sell for the transit company 
other than your sales for the charter ‘and sightseeing ? 

Mr. Wotr. Well, I think Mr. Chalk explained that very well. Our 
job is to sell ev ery facet of transit from the everyday ride to every 
service that we have in charter and sightseeing. 

Mr. MacIntyre. Would the advertising, the copy that has been 
placed by you for the D. C. Transit Co. be a rather fair example of 
the amount of effort that you expend for the system and how it is 
divided as between the mass transportation and the charter and sight- 
seeing services ? 

Mr. Wotr. As Mr. Chalk explained, our philosophy of advertisin 
our philosophy of sales is that every ad that bears the name D. 
Transit benefits every operation that we have. 

Mr. MacInryre. But would the copy—I repeat the question— 
would the copy of the advertising that you place on behalf of the 
D. C. Transit fairly indicate the “division of your services as sales 
director ¢ 

Mr. Wor. Sir, there isn’t any division of my services. My serv- 
ices are rendered for the benefit of the entire company and every 
piece of copy that we have bears the name D. C. Transit. 

Mr. MacIntyre. Well, I call your attention to an acvertanenstnt, 
full page, on page A-15, appearing in the yet May 12, 1957, 
Washington Post. That happens to be 1 year ago. And it ‘points 
out the different services of D. C. Transit. 

Did you cause that copy to be run ? 

Mr. Worr. I did. 

Mr. MacIn'ryre. Well, is that a fair example of the copy that you 
do have run for the D. C, Transit Co. in advertising its services ? 

Mr. Wo tr. Sir, I have run thousands and thousands of lines since 
we started. That is just one ad that you are referring to, and again 
I point out to you that that very ad featuring the various tours and 
services of D. C. Transit benefits the entire transit operation. 

Mr. Macinryre. Well, is it a fair example, though, of what you do 
in advertising to benefit the entire operation of the company ? 

Mr. Wotr. It is one example. 

Mr. age E. Is it a fair example of what you do? 

Mr. Wo rr. I can’t term anything a fair example when you show 
me one ad. ‘“ I have explained to you, I have run thousands of ads 
in my time. 

Mr. MacInryre. Is it an unfair example? 

Mr. Worr. I would say it is an example—— 

Mr. Mutrer. Mr. Chairman, let us not badger the witness. The 
witness has given us a fair answer to the question. It is one of many 
ads that this company has offered. Now, if there are any others, let 
us produce the others and put them in the record. 

The Cuarrman. It is conceded that the advertising for the sight- 
seeing service is in connection with D. C. Transit, and it is inter- 
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mingled, and it is not segregated, and they advertise for sightseeing 
business on the theory that they are not only helping their sightsee- 
ing business but helping D. C. Transit in particular. It is admitted 
that that type of advertising is carried on all the time, and I assume 
that would be 

Mr. MacIntyre. I would like to ask the witness one additional 
question. 

The CHarrmMan. Go ahead. 

Mr. MacIntyre. This is the type that is generally called on by 
your company in your advertising for the 

Mr. Spear. Mr. Chairman, may I enter an objection to the repe- 
titious nature. The witness has answered the question several times. 
I don’t believe this to be personal, but I do believe that the constant 
repetition of the question and the raising of the voice of the question- 
ing official tends to intimidate the witness. I would on his behalf 
like to request, if I may, that the questions be asked and when they 
are answered, further questioning developed, because I do believe that 
we are getting into an area of objectionable questions when they 
become so repetitious and intimidating. 

The CuHarrMAn. We don’t want to intimidate the witness. We 
certainly don’t want to do that. I am sure Mr. MacIntyre did not 
intimidate and does not intend to try to intimidate the witness or t 
badger the witness in view of his splendid reputation as a lawyer 
who stands so well with the courts as well as the lawyers of the 
Nation. ; don’t coustrue it that way at all. But I consider it un 
necessary o keep on asking the same question, and I do hope that 
you con fine  yoursel: to the main issue, Mr. Mac Intyre, and since he 
has answered this question rather fully and completely, I think you 
ought to think it sufficient. 

Mr. MacInryre. I would like to offer this for the record, Mr. 
Chairman. 

The CHatrrmMan. Without objection, so ordered. We will accept 
the pictures. 

(The material referred to faces this page. ) 

Mr. MacInryre. And I would also like to ask that there be re- 
ceived in the record an ad that appeared somewhat subsequent to 
that. 

The CuHatrman. Please identify the ad. Which paper did it ap- 
pear in ¢ 

Mr. MacIntyre. That is a folder that was put out. It wasn’t in 
anewspaper. It was a folder. 

The CHarrman. Have the witness identify it. Have somebody 
take it down to the witness. 

Mr. MacInryre. It is an advertisement of the Embassy Tours. 

The CHatrman. Take all these. Let us give him all of them. Let 
him identify them. 

Mr. MacInryre. I also offer an ad that appeared in the Washing- 
ton Post on November 7, 1956; another one that appeared November 
27, 1956. | 

The Cuarrman. See if the witness can identify them. Ask him 
about that one. 

Mr. MacIntyre. Do you have copies of the ads to which I referred 
in your hands, the ones that appeared in November 1956 in the Wash- 
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without charge. 
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ington Post, Mr. Wolf? Can you identify those as some that you 
placed ? 

Mr. Wotr. Yes. 

Mr. MacInryre. And you have already seen the one on the Em- 
bassy Tours. The folder. And you recognize that as one that you 
have used to publicize that service? 

Mr. Wotr. Yes. 

Mr. MacInryre. Mr. Chairman, I ask that those be received for 
the record. 

The CuarrmMan. Without objection, so ordered. Receive the pic- 
tures. 
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(The material referred to is as follows :) 






How'd you like to spend 
i | this Sunday afternoon 
ions “in Burma”? 





Starting this Sunday, December Ist, you can 
become a world traveler without leaving 
Washington, D. C. Every tour takes you to a 
different embassy where you discover the 
unique folkways, special delicacies and color 
that distinguish that country from others. 


This Sunday, you “adventure in Burma.” 


You arrive at the embassy in a 1957 air 
ynditioned Cadillac Limousine with uni- 
formed chauffeur. An escorted tour, an 
formal lecture and a fascinating film all 
1 there. And to highlight their hos 
ty, you are a guest at a “tea,” which 
includes, for the occasion, delicious Burmese 
Then at 5:00 P.M., with many 


memorable impressions, you return in the lux- 











iry of your Limousine to our Terminal 





All tours leave from our Terminalat 2:00 P.M 
Only $5.00 per person includes everything from 
transportation to tea 
Make every Sunday your special day te get out into 
the world with D. C. Tronsit! 
Make reservations now for these scheduled 
Sunday ‘Embassy Tours and Teas"’! 


DEC. 1...BURMA JAN. 5 INDIA 

DEC. 8... ISRAEL JAN. 12.... PERU 

DEC. 15..KOREA JAN. 19. . MEXICO 
Each tour is available to a limited number of 
people be sure to make your reserva- 


ons today phone FEderal 3-5200 or 


write or visit 


Transit System Ane. 
Main Terminal and Storting Point 


1 125 Pennsylvania Ave., N.W. (12th St. at Penn. Ave.) 
Washington, D. C. 














D.C. TRANSIT 
announces 


New Low Rate 
_ CHARTER BUS. 


Service 


Yours, for as long as you require, 
this modern motor coach, with 
expert, courteous driver. Just the 
thing for your club, organization, 
group or school...for outings, pic- 
nics, sports events, parties. 




















Or plan your own sightseeing tour! 
Rent a bus, with expert driver and 
experienced lectyrer. We help you 
plan itinerary. 
In addition to our regular fleet, 
special super deluxe buses will 
soon be available. 


For rates, phope: 


: FEderal 3-5200 


Look to our complete transit fleet 


: Castanea ont. Oe 
> D.C. TRANSIT SYSTEM, Inc. 


An affiliate of Trans Caribbean Airways, Inc. 
Executive Offices: 
36 & M Street, N.W., Washington 7, D. C. 
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An affiliate of Trans Caribbean Airways, Inc. 
Executive Offices 
36 & M Street, N.W., Washington 7, D. C. 




















D.C. TRANSIT 
announces 


New Low Rate 


_ CHARTER BUS : 
| Service 


Yours, for as long as you require, 
this modern motor coach, with 
expert, courteous driver. Just the 
thing for your club, organization, 
group or school...for outings, pic- 
nics, sports events, parties. 

Or plan your own sightseeing tour! 
Rent a bus, with expert driver and 
experienced lectyrer. We help you 
plan itinerary. 


In addition to our regular fleet, 
special super deluxe buses will 
soon be available. 


For rates, phope: 


FEderal 3-5200 


Look to our complete transit fleet 


to provide Washington with the Sa eo (= 
finest transit system in the world. (2) 
> D.C. TRANSIT SYSTEM, Inc. 


An affiliate of Trans Caribbean Airways, Inc. 







Executive Offices 
36 & M Street, N.W., Washington 7, D. C. 
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Mr. Spear. Mr. Chairman, may I as counsel ask a question? Are 
there going to be other pictures placed in the record by counsel for 
the committee / 

The CHarrMan. Just a moment. Let us wait until we get to that. 

Mr. Spear. aa right, sir. 

The Cuatruaan. What else do you have? 

Mr. Ma fan re. Mr. Wolf, on Friday, May 16, the committee 
received in evidence information that had been filed by the DD, C 
Transit Co. with the Public Utilities Commission of Washington 
show ing that for the fiseal vear ended Aucust 31.1957. the D. C. Tran- 

sit had spent in payments to you $127,181. There is no part of that 
that included the $15,000 payments that you have already told us 


about, is there ? 


Mr. Woxr. I can’t answer that question, sir. I am not familiar with 
the figures. The large figure you mentioned is undoubtedly in pay- 
ment of advertising, space in newspapers or advertis sin g plac ba on the 
radio. 

Mr. Cuartx. May I clarify sir, that he is also our advertising agent 


and as such, we pay him direct ly and he in turn pays the newspapers. 


Mr. MacIntyre. So the $127,181 was for those matters, is that 
correct ¢ 

Mr. Worr. Yes. That is correct. 

Mr. MacIntyre. Out of the $127,181, do you collect any fee for 
the placing of the advertising ? 

Mr. Wour. I get the standard 15-percent agency commission. 

Mr. MacIntyre. That is in addition to the $15,000 

Mr. Woir. My company does. I have an advertising company 
The $15,000 is for my personal services. The 


which is recognized. 
commissions are for the services of my agency. 

Mr. MacIntyre. Who owns the company ? 

Mr. Spear. Mr. Chairman, may I ask the relevance of this question ? 
I think it is highly—— 

The Cuarrman. I think it is important. Let me ask you a question. 

Is your company incorporated or a partnership ‘ 

Mr. Worr. It is incorporated. 

The Cuarmman. Who owns the stock ¢ 

Mr. Wotr. I own the stock. 

The Cuarrman. All of it? 

Mr. Worr. All of it. 


The Cuarrman. No one else owns any part of the stock ¢ 
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Mr. Wotr. No. 
The Cuamman. And nobody else profits from it except you. 
Mr. Wo xr. Well, that is not so. Our employees profit from it. 
The Cuamman. W ell, what I mean is on the stock ownership. 
| Mr. Woxr. On the stock ownership, no. 
The Cnarrman. Nobody else own any stock except you. 
Mr. Wotr. That is right. 
Mr. Murer. Just a minute, Mr. Chairman. May I ask a question 
it that point. 
Do you do: any wor k personally for anyone other than D. C. Transit 
System, Inc. ? 
Mr. Wor. Our agency represents many clients, but I personally— 
his is the only personal arrangement I have. 
Mr. Mt urer. And your arrangement with D. C. Transit permits 
you to devote time to other matters and other business ? 
Mr. Wotr. Yes, sir; it does. 
at. Mr. Murer. In other words, this $15,000 retainer is just that. 
t is a retainer for your services but not for vour exclusive services. 


Mr. Wotr. No; that is right. 


\re 


for 


vee Mr. Murer. And the D. C. Transit System, Inc., and its officials 

C. now that your agency collects commission on all advertising you 

Cn lace for the D. C. Transit System just as you do for any other 

in 

laut Ir. Wor. That is correct 

us Me Munrer. And that is the recognized practice in the trade. 

ea Mr. Worr. Yes, sir. 

~ The CHamman. How much were your earnings last year, 1957? 

y Mr. Murrer. Mr. Chairman 

_ Mr. Spear. Mr. Chairman, may I respectfully ask relevancy of that 
lestion / 

ont Mr. Mutrer. Mr. Chairman, I object to the question. I think it has 

a othing to do with the hearings. We ought not to go into these per- 

- sonal matters. 


The CHairman. I am just trying to shorten what Mr. MacIntyre 

as doing. If it is a corporation, he evidently knows what it was. 
aiid Mr. Spear. Mr. Chairman, I would like to object to the question. 
Che line of questioning of counsel as to whether there was any other 
| nterest in this corporation clearly shows that the full interest is that 
of Mr. Wolf and no one else has any other interest. None of the 


“ed principals of the D. C. Transit has any interest in that corporation. 
he | can’t understand the relevancy of the question. 
The Cuarrman. I think it is material. He is connected with D. C. 
19 Transit, too, you know, and that makes a relationship, a connection 
unere. 
i Mr. Spear. I don’t understand, sir, what the relevancy of the in- 


come of a corporation would be. 

The CHarrMAn. Suppose it doesn’t appear right off and there are 
questions to develop the points or possibly not to develop the points. 
You never know. 

Mr. Murer. Mr. Chairman, this situation as to this advertising 
man and sales agent is no different than if this company retained 
a lawyer and gave him a general retainer and the lawyer had 50 
other clients. It is none of our business what that lawyer earns from 
his other clients. I doubt whether we even have a right to ask what 
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this company is paying. That is for the Utilities Commission of the 
District to inquire about. If there is anything wrong about the 
accounting of this company, if they are not properly accounting, or 
are making improper charges, it is the duty of the Public Utilities 
Commission to inquire into that, make the proper orders, and take 
the proper steps under the franchise and existing statutes. I don’t 
think we are concerned with that here, Mr. Chairman. 

The CHarrman. I will ask this one question which will probably 
answer the same. In the year 1956 you were the sole beneficiary of any 
receipts of profits from your advertising agency by reason of stock 
ownership. 

Mr. Wotr. That is correct. 

The CHarrmMan. Sole ownership. 

Mr. Wotr. That is right. 

The Cuarrman. Nobody else profited by it. 

Mr. Wotr. Noone else. 

The CHatrman. That is all right. 

Go ahead. 

Mr. MacIntyre. Mr. Chalk, according to information that was fur- 
nished to this committee and which was received into the record of 
these proceedings on Friday, May 16, the Transportation Corporation 
of America billed the D. C. Transit Co. for $8,000 for making a survey 
on the potential of sightseeing, charter, and limousine-rental business. 
Do you recall that bill ? 

Mr. Cuak. I certainly do, sir. 

Mr. MacInryre. Will you explain what the Transportation Corp. 
is, who owns it ? 

Mr. Cnatx. Transportation Corp. is a wholly owned subsidiary of 
Trans-Caribbean Air Lines. 

Mr. MacIntyre. Whoowns Trans-Caribbean ? 

Mr. Cnatx. That is a public corporation of which I have stock. 
I am the major stockholder. 

Mr. MacIntyre. You control it. 

Mr. Cuatx. That is correct. 

Mr. MacInryre. You have more than 51 percent of the stock. 

Mr. Cuarx. That is correct. 

Mr. MacInryre. Will you describe the survey that was made by 
the hiya ndigg ion Corp. ? 

Mr. Cuatk. Yes. Sometime toward the beginning of the overhaul 
of the transit system in Washington, when I determined—I think we 
sent you a letter on this. Oh yes. I believe in the records you intro- 
duced a letter. If 1 may read it so that the members of this com- 
mittee might hear it, I think you will have a clear, fair statement of 
just what it was. 

This letter was addressed to Chairman Hayes, Public Utilities 
Commission. 

Dear Mr. CHAIRMAN: Please be advised that Transportation Corporation of 
America was incorporated under the laws of Delaware on November 9, 1956. 
The corporation is a wholly owned subsidiary of Trans-Caribbean Airways. For 
your information I enclose a duplicate copy of the $8,000 bill dated February 7, 
1958, from Transportation Corporation of America to the D. C, Transit System. 
The services described in that bill cover primarily the period prior to the estab- 
lishment of the sales department of the D. C. Transit System. 

As you may remember, after we acquired the assets of Capital Transit in 
1956, we found that there was an immediate and urgent need for study and 
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review of both the sales staff and the sales-promotion policies of the old com- 
pany. We wanted that study and review to be by sources outside of and inde- 
pendent of the old company, so that the recommendations would be completely 
objective. 

That study and review was made jointly by Barrington Associates— 
which incidentally, is considered the most outstanding sales engi- 
neering firm in the United States, whom we retained— 
and Transportation Corporation of America. As you know, based upon their 
report, D. C. Transit— 
that is, the report of Transportation Corporation of America and 
Barrington Associates— 
has completely modernized its own sales staff and embarked on an aggressive 
and imaginative sales-promotion program. Since we have modernized and ex- 
panded our own sales department, we are now doing all our Own sales promo- 
tion work here at D. C. Transit with our own employees and will probably not 
have to have any further sales promotion work done by Transportation Cor- 
poration of America. 

If I can be of any further assistance, 
ete. 

This basically explains the needs. Originally when I found the 
vacuum of a sales organization—we had no sales organization—one 
of the first things I asked when I took over the ¢ ompany, was “Who is 
the head of our operations department? Who is the head of finance?” 
And one of the questions I also asked was “Who is the head of sales?” 

I was amazed to find there was nobody in charge of the sales. So 
one of the first things I did was to focus on the subject of sales. Since 
you have made a study of our advertising, you will probably remember 
that about August 16, the day after we started operations, I ran—or 
shortly thereafter—I ran a full- page ad which said that the full 
transit system services (and we incorporated all the transit system 
services)! were the fields into which we were embarking, that is into 
all the different facets of the transit business. 

It wasn’t a simple business, and believe me, sir, it is not a simple 
business. It will never be a simple business. It is quite complicated, 
but it is interesting, and I am enjoying every moment of it, includ- 
ing being here with you, sir. 

Mr. MacIntyre. Wh: ut additional activities and business does 
Transportation Corporation of America have other than the work that 
you have just described ? 

Mr. Catz. At the moment it is a sales organization which is pres- 
ently handling the sales for the White Motors Co. in the sale of its 
trucks and other related products. 

Mr. MacIntyre. Does the White Motor Co. also supply mainte- 
nance and—— 

Mr. Cuark. It is a distributorship that we have for the White 
Motor Co. 

Mr. MacIntyre. And it supplies parts and maintenance services 
for the D. C. Transit Co. buses used in the sightseeing and charter 
business ? 

Mr. CwHatx. It has for the past 10 or 15 years. Not maintenance. 
No. We do our own maintenance. Not maintenance. Parts. 

Mr. MacIntyre. It is supplying parts. 

Mr. CHarKk. Yes, sir. 

Mr. MacIntyre. Is that an exclusive arrangement? That is, the 
D. C. Transit Co. buys from no other people ? 
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Mr. CHatx. No. Noexclusive arrangement. 

Mr. MacIntyre. No other people except—— 

Mr. Cuax. No exclusive arrangement except for White parts. | 
We buy our parts from all over the c ity. | 

Mr. MacIntyre. Other distributors who handle White parts can’t | 
distribute to D. C. Transit ? 

Mr. Cuatx. There are no other White distributors in the area. 

Mr. MacIntyre. Only your 

Mr. Cuatx. Yes, sir. Transportation Corp. of America is basically 
a sales organization. Originally I had considered the possibility of 
utilizing this sales organization in, well, a more active form of selling 
transit, but then I found that we had enough talent right within ou 
own organization and we didn’t have to go outside of it. Although 
we do have outside advisers, I try to t: ake as much talent as possib| le 
right from the existing organization, men who have worked for the 
company 30 and 40 years. | 

Mr. MacInryre. Mr. Chalk, at the bottom of page 2 of your lette1 
to the chairman of May 5, 1956, you made reference to section 6 of 
Public Law 757. 

The CHatrman. Mr. MacIntyre, just a minute. I want to pursw 
this White Co. a little bit further. You say “we” own it. You mean 
D. C. Transit Co. ¢ 

Mr. Cuatx. Sometimes I speak as Trans-Caribbean and sometimes 
I speak as D. C. Transit. 

The Cuarrman. Who do you mean ? 

Mr. Cuatk. [I lose sight of it myself occasionally. 

The Cratrman. I want a clarification of that “we” in connection 
with the ownership of White. 

Mr. Cuarx. D. C. Transit does not own the Transportation Corp 

The Cuatrman. Who owns White Motors ? 

Mr. Cuatx. Who owns White Motors? 

The CuatrmMan. Yes. 

Mr. Cuark. They own the distributorship. We don’t own White 
Motors. Transportation Corp. of Americ: a—_— 

The CHatrmMan. Again you say “we.” Who owns the distribu- 
torship ? 

Mr. Cuarx. Transportation Corp. of America. 

The CHatrman. Who owns Transportation Corp. of America? 

Mr. Cuatk. Trans-Caribbean Air Lines. 

The Cuatrman. And you have 70 percent ownership, something 
like that ? 

Mr. Cua. Well, give or take. Something like that. 

The CuHatrmMan. Whatever it is. Majority ownership. 

Mr. Cuark. That is right. 

The Cuarrman. And does White Motors sell to D. C. Transit? 

Mr. Cuatx. Certain amounts, parts, White parts. 

The CuatrMan. Do they sell buses and things like that ? 

Mr. Cuarx. No. We just purchased from General Motors—— 

The Cuatrman. Trucks—Do you sell trucks or any—how much 
business did you do with them last year, for instance ? 

Mr. Cuak. I don’t know. 

Mr. Flanagan—— 

The CuatrMan. When you say “we” in that instance, you mean 
the transit company. 
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How much business did the transit company do with the 

Mr. FLanaGan. May I answer that, Mr. Chairman ¢ 

The Cuairman. Yes, sir. 

Mr. FLanacan. Last year, of course, the White distributorship was 
run by White Motors itself through its own man: ager. 

The Cuairman. Who owned that? 

Mr. FLanaGan. We have done several hundreds of thousands, be- 
tween $200,000 and $300,000 worth, through purchasing parts for the 
White fleet of buses which we bought when White was manufacturing 
buses. It does no longer manufacture buses of the type that we use. 

The Cramman. Well, now, in 1957, was that the same ownership 
as it is now? 

Mr. FranaGan. We took over in 19— —no, sir. 

The CHarMaNn. I am talking about the distributing agency that 
was doing business with the transit company. 

_ Mr. FLANAGAN. During 1957, the distributorship was owned and 
oper ated by White Motors itself. 

The Cuarrman. And Mr. Chalk had no interest in it? 

Mr. Cuatx. None at all. 

The Cuairman. Through your airline, or any other way. 

Mr. Cuax. No, sir. 

Mr. Spear. Mr. Chairman, if I may perhaps fill in the missing link 
that is in everybody’s mind, perhaps—T ransportation Corp. of 
America did not acquire distributorship until sometime—— 

Mr. Cuatx. January 15. 

The CHarrMan. 1958? 

Mr. Coax. This year; yes, sir. 

The CHarrman. Do you still do business with them after you 
acquired it—I mean, do you still do business with the D. C, Transit ? 

Mr. CuaAuk. Yes, sir. Same as in the past. 

The CHarman. And the profits that you make on D. C. Transit, of 
course, you participate in those profits? The profits you make for 
the Transportation Co., dealing with your own company, you par- 
ticipate in those profits ? 

Mr. Cuak. Well, the profits, if any, would accrue to Trans- 
Caribbean Airlines. 

The CHatrman. And, of course, you get your stock ownership 
profits there. 

Mr. Cuark. So do another thousand stockholders; yes, sir. Yes, 
sir, you are quite right. 

The Crarrman. Yes. 

Mr. Cuak. To the extent there might be a distribution, if any. 

The CHarrman. How much business have you done with them ap- 
proximately, since January 15? 

Mr. Cuacx. About $20,000 a month, is about the average. 

I would say about $50,000 worth. 

The Cuarrman. Do you use them to purchase buses and trucks or 
anything else? 

Mr. Cuatx. No. Just parts, White parts. 

The Carman. Go ahead, Mr. MacIntyre. 

Mr. Mutter. Mr. Chairman, at that point, may I ask a question ? 

Mr. CHAK (interrupting). At the same prices as in the past. 

Mr. Mutter. That is what I was going to ask. 
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Is there any higher price paid for these parts ? 

Mr. CHatx. No. Same price. 

Mr. Muurer. In other words, in the industry the selling of acces- 
sories and parts is invariably through a distributorship; somewhere 
along the line which earns a middleman’s profit. 

Mr. Cuatxk. That is correct. 

Mr. Muurer. And instead of having that stranger earn that middle- 
man’s profit, you have the corporation here earning that profit. 

Mr. Cuarx. That is correct. 

Mr. Mutrer. Which is controlled by Trans-Caribbean. 

Mr. Cuax. That is correct. 

Mr. Mutter. Does Trans-Caribbean own any of the stock in D. C. 
Transit System ¢ 

Mr. Cuarx. Indirectly, it does; yes. 

Mr. Mouurer. Thank you. 

Mr. CHaxxk. It owns all of the stock indirectly. 

Mr. MacInryre. Have you explained all of the businesses and 
ownerships of different things of the Transportation Corp., Mr. Chalk, 
or is there something else ? 

Mr. Cuak. I believe that is substantially it, si 

Mr. MacInryre. Is that all? 

Mr. Cuatk. Except that the Transportation Corp., of America is 
interested in the possible acquisition of other transit couapianin in 
other cities, but that is wholly unrelated here. We haven’t con- 
summated any deals. 

Mr. MacIntyre. Does it own any other property of any kind, of a 
substantial nature ? 

Mr. Cuatk. Not that I could think of. 

Mr. MacIntyre. You know, of course, because you control it. 

Mr. Cuarx. Pardon ? 

Mr. MacIntyre. I say you know what the parts are, because you 
control it. 

May I ask you now the question I started to ask a little while ago? 

At the bottom of page 2 of the letter of May 5, 1958, to the chair- 
man, you made reference to section 6 of Public Law 757, and, in that 
connection, you said: 

This section must, of course, be read together with the other pertinent pro- 
visions of our franchise, including section 3, which provides that no competitive 
busline, including special, charter, and sightseeing services, can operate over 
a given route on a fixed schedule without first obtaining prior issuance of a 
certificate by the Public Utilities Commission of the District of Columbia. 

You recall that statement ? 

Now, I want to ask: Didn’t your attorney, Mr. Spear, at your be- 
hest, and on your behalf, make re presentations to that effect. to the 
Public Utilities Commission of the District of Columbia ? 

Mr. Cuarx. I think maybe Mr. Spear might answer that. 

Mr. MacInryre. Would you answer that? 

Mr. Spzar. Would counsel refresh my recollection of the particular 
time he is referring to, please? 

Mr. MacIntyre. You have no recollection of the time? 

Mr. Spear. That is a very broad question. 

If I could have it specifically referred to as a particular event—we 
have many matters before the Public Utilities Commission. 
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We are frequently there on many occasions. I certainly concur 
in the paragraph counsel has read, yes. I concur. 

Now, if there is a question about the exact words I said to the 
Public Utilities Commission, I would be delighted to direct my atten- 
tion to it. 

Mr. MacIntyre. Do you have a recollection of having made a con- 
tention to the counsel for the Public Utilities Commission that by 
virtue of the matter that we just discussed, only D. C. Transit had 
any authority to engage in sightseeing and charter business in the 
District of Columbia # 

Mr. Spear. No, sir. I never so indicated to counsel and I would 
be very much surprised if he had misstated my view. 

I don’t think that is correct, sir. 

Mr. MacIntyre. Did you take any position at all regarding this 
exclusive authorization that Mr. Chalk referred to in his letter of 
May 5, if any? 

Mr. Spear. Yes, sir; I will say that although I think it may be 
a little late for seuss for both sides to be arguing about what the 
law is, since that is a matter for the courts, I would be glad to give 
my views if the chairman and Mr. Chalk would want me to on ‘this 
particular section. 

I am not certain whether they are pertinent or relevant, but if 
the chairman will so direet—— 

The CHarrMan. You mean section 6? 

Mr. Spear. Yes, sir. 

The Cuarrman. About taxes. 

Mr. Spear. No; we are talking now about the so-called exclusivity 
that counsel— 

The CuarrmMan. No: we are not asking about the law, I don’t be- 
lieve, Mr. Spear. We are just asking about whether or not you made 
a contention. 

Mr. Mutrer. Let us take the—— 

Mr. Sprar. What is the contention ? 

Mr. Mutter. This is what they are referring to: Let us get it ex- 
actly as it was made. 

In the letter of May 5, 1958, addressed to you by the D. C. Transit 
System, over Mr. Chalk’s signature, we have this paragraph: 

In further response to your questions on our franchise, I wish to call your 
attention to section 6 of our franchise, which gives us specific authority to en- 
gage in special charter or sightseeing services. This section must, of course, 
be read together with the other pertinent provisions of our franchise, including 
section 3, which provides that no competitive busline, including special charter 
and sightseeing service, can operate over a given route on a fixed schedule with- 
out first obtaining prior issuance of a certificate by the Public Utilities Com- 
mission of the District of Columbia. 

Now, that is the end of the quote of the letter. 

That is a far cry from saying that this lawyer or anybody else said 
they have an exclusive franchise. 

It merely says they have a franchise and anybody else can also have 
a franchise provided they get the authority from the Public Utilities 
Commission. 

Mr. Spear. Mr. Chairman, the statement by Mr. Multer is exactly 
the view of myself as stated to Mr. Harrison. 
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The paragraph that counsel for this committee omitted when he 
quoted Mr. Chalk’s letter and, and then when he paraphrased the first 
paragraph of a two-paragraph interrelationship, is the key para- 
graph; the one that counsel omitted states the position. 

The Cuamman. Well, the letter is in the record. It will be con- 
sidered. 

Now I want to ask you some questions, getting back to what we are 
really investigating here, Mr. Chalk. 

You see we are concerned about you being able to put these little 
sightseeing companies or any of them, small or large, out of business 
with the tax exemption. That is what really disturbs us. It disturbs 
us greatly. 

Now the newspapers quoted you as saying that the answer should 
be to give him a tax exemption, too. And that you quoted, in reply 
to one question of the press, that all of them should be given tax 
exemption. Is that your view of the relief that should be “granted ? 

Mr. Cua. Well, I don’t think that that is really the complete 
relief, if relief is necessary. I think that possibly the problem might 
have been overstated for this reason, if I may just comment. 

Take a small-business man engaged in the sightseeing business. I 
don’t mean a man that is doing $1,200,000 business a year, I mean a 

$50,000-year sightseeing man, a small- business man or whatever you 
would designate as small business. Say $50,000. And say a man 
doing $50,000 business a year oper ates a bus, say, 50,000 miles a year. 
For argument’s sake let us say his gross revenues are $1 a mile, which 
I think is something in the neighborhood, give or take 25 percent, 
I don’t know. Say $50,000 worth of operation, which is a small 
business. 

And if you divide the number of gallons of gasoline by the 50,000 
miles, you might be amazed to find that the possib je tax savings to 
that man, even if Congress were willing to give him gasoline tax 
exemption, might amount to $200 to $300. 

The Cuarrman. It wouldn’t amount to much. You don’t think 
that part is a big factor, then. 

Mr. Cuark. I think that $200 or $500 is a very important factor 
to many people, particularly a small-business man. 

The Cxarrman. I mean the one doing $50,000 a year. You don’t 
consider that such an important factor that would determine whether 
or not. a man stays in business. 

Mr. Cuarx. That is right. I don’t think $200 or $300 more or 
less taxes would put that man in or out of business. 

The CHarrmMAn. What concerns me personally about the matter is 
the statements I have noted that you made about your unlimited 
power and authority to go into any business and it would be tax 
exempt so long as it was connected with or in the name of D. C. 
Transit Co. 

Mr. Cuark. That is— 

The ecaesan. For instance, it has been charged here that you 
could put in a shopping center of a block or 2 blocks or 8 blocks and 
it ld be tax exempt if you did it in the name of the D, C. Transit 
C 0, 

Mr. Cuavx. I never said that, sir. 

The Cuarrman. And you don’t believe that. 

Mr. Cuatx. No, sir. 
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The CHatrman. What businesses can you go into and properly 
claim the tax exemption under this charter or franchise that you re- 
ceived from Congress in 1956? 

Mr. Cuatk. Those businesses that were authorized under the 
franchise. 

The CHamrman. Those businesses authorized. They are limited 
to the sightseeing business— 

Mr. Cuatx. That is correct. 

The Cuamman. And the transit business. I mean, of course, the 
mass transportation. 

Mr. Cuartx. Well, one of the major businesses, I mean, the whole 
business is the transit business. 

The CrHamman. That is the major one. Mass transportation. 

Mr. Cuauk. Right. 

The Cuatrrman. And what are the others? 

Mr. Cuark. Well, it operates its own properties, for example. I 
mean, there are many businesses that are offshoots and part of the 
system. These are matters that the District of Columbia regulates. 

The Cuarrman. You don’t figure that you could put in a store or 
something like that in the name of D. C. Transit or handle appliances. 

Mr. Cuax. No, sir; we never intended or ever said that, and I 
don’t—I wouldn’t want it. 

The Cuarrman. You wouldn’t want that. 

Mr. CuatKk. I wouldn’t want it. I wouldn’t say I wouldn’t want 
to go into business, not that I am considering it, but I wouldn’t want 
that considered part of the transit system franchise. 

The Cuarrman. You wouldn’t claim it under that franchise or 
charter. 

Mr. Cuarx. No, sir. 

Mr. MacIntyre. Mr. Chalk, on May 6, 1958, you wrote from your 
New York office a letter to the Civil Aeronautics Board, in Washing- 
ton, D. C., in which you complained about the New York-San Juan 
fares of the Pan American and the Eastern Air Lines. 

Do you recall that letter ? 

Mr. Cuark. Yes, I do. 

Mr. MacIntyre. That is a six-page letter. 

Mr. Spear. May I ask 

The Cuatrman. What is it about? 

Mr. Sprar. I would like to have the letter identified. On what 
letterhead did it go, Mr. Chairman? What letterhead was that, may 
I ask counsel ? 

Mr. Murer. Mr. Chalk, was that on the letterhead of D. C. 
Transit ? 

Mr. Cuarx. That was Trans-Caribbean Air Lines. 

Mr. Muurer. Did it have anything to do with the D. C. Transit 
System ¢ 

“Mr. Cuark. No, sir. Nothing whatsoever. 

Mr. Spear. Mr. Chairman, I am going to object to any questions on 
that. 

The CuHairman. [ am going to withhold judgment on this until I 
ean read this letter and find out its relevancy, if any. 

Mr. MacIntyre. May I ask the witness a question about the con- 
tents! 
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Mr. Mutter. I object to his asking the witness a question, Mr. 
Chairman, about the contents of a letter that you have said you want 
to read before you determine whether it is at all relevant. 

The CuarrMan. Sure, but he might be able to point out some rele- 
vancy of it. 

Mr. Cuatx. I will be glad to explain 

Mr. MacIntyre. May I ask, Mr. Chalk, did you on May 6, 1958, 
make this statement to the Civil Aeronautics Board? 

Mr. Mutrer. Mr. Chairman, if counsel is going to read any excerpt 
from the letter, let us have the whole letter in the record. 

Let the members of the committee read the letter and determine 
whether it is relevant. If it is, we will put the whole letter in. 

The CuHamrman. I want the question asked so I can determine 
whether it is relevant. 

Mr. Mutter. He is about to ask a question reading an excerpt from 
the letter. I object to his doing it unless we have the letter in evidence. 

The Cuarrman. We are grown folks. 

Mr. Murer. Let us see the letter, Mr. Chairman. 

The CuarrMan. We can get it out of our minds if it is not relevant. 

Mr. Mutrer. May I see the letter / 

The CHatrMan. You can even take it out of the record if it is not 
relevant. Weare not going to unduly prejudice 

Mr. Murer. Of course we are not. May I see the letter ? 

Mr. Evins. The gentleman has already stated he would be glad to 
state what is in the letter. 

The CuatrMan. I would rather have it stated than read. 

Mr. Cuartx. Without conceding its relevancy, it is a complaint to 
the CAB about an inconsistent policy of my competitors in raising 
fares to Puerto Rico on the one hand and decreasing them on the 
other. 

Mr. Moutrer. What kind of fares ? 

Mr. Cuarx. Air fares between New York and San Juan, Puerto 
Rico. Trans-Caribbean Air Ways has nothing to do with the transit 
system. 

Mr. Moutrer. Mr. Chairman, we are very much interested and con- 
cerned about how this system may affect small business and how we 
can help them if at all. Thus far everything we have developed are 
matters for the Public Utilities Commission to inquire into. There 
may be some suspicious circumstances involved or connected with 
some of the expenditures of this company. I don’t know whether 
that is so or not. I don’t think this committee has any right to con- 
cern itself with that. 

That is for the Public Utilities Commission. 

The CHarrMan. We are in the small business stage. 

Mr. Cuatx. That is—— 

Mr. Mutter. We should devote ourselves to the small-business 
phase of this hearing. Certainly we have no concern with what Pan- 
Am and Trans-Caribbean, two publicly owned companies may be 
doing in connection with air flights to and from points outside of 
this country or even inside of this country. 

Mr. Spear. Mr. Chairman, if I may, Mr. Evins, if I may take ad- 
vantage of this opportunity to state that I hope that this Committee 
on Small Business is about to state in this record that it is supporting 








iS 
|- 
| w) 


f£ 


SIGHTSEEING BUSINESSES IN THE DISTRICT OF COLUMBIA 153 


Trans-Caribbean Air Ways in this matter to the extent it deems it 
relevant here, because Trans-Caribbean Air Ways is the new small 
business of the airline industry and Pan-Am is the giant that is trying 
to raise the fares of first-class passengers and cut the fares that Mr. 
Chalk’s airline is giving. 

Now if this committee is out—— 

The CoarrMan. Wait just a minute. 

Mr. Spear. To defend Mr. Chalk, I think it isn’t relevant, but I 
think it should be so stated. 

The CuarrmMan. What is the object of this, Mr. MacIntyre? You 
can state very quickly what the object is. 

Mr. MacIntyre. Mr. Spear has very ably pointed out that Mr. 
Chalk, on May 6, 1958, complained to the Civil Aeronautics Board 
about the practices of the Pan American and Eastern Air Lines 
charging high fares on some of their business and low fares in con- 
nection with the competition that they were giving Mr. Chalk on his 
New York to Puerto Rico runs, 

Now that is the nature of the compl: aints that small sightseeing op- 
erators have made against Mr. Chalk in his operations here in Wash- 
ington, D. C. 

This letter has 2 or 3 statements by Mr. Chalk in it concerning what 
he personally thinks about such a practice. I believe that his views 
about a practice of discrimination between customers in order to elim- 
inate competitors is relevant to the complaints that have been made by 
the people that have complained against him to this committee. 

Mr. Spear. Mr. Chairman, I withdraw my objection to that phase 
of the letter. I think it would inure to the benefit of all concerned to 
have that in. I thing ét is only consistent with the sightseeing busi- 
ness and Mr. Chalk can expand at great length if the chairman and 
the committee want to hear about it. 

The CuHatrmMan. Your statement, Mr. MacIntyre, then is that it 
shows that he is inconsistent in his position on the airlines and on the 
sightseers here in competition with him. 

Mr. MacIntyre. Yes, sir. When the shoe is on the other foot, Mr. 
Chalk is just as ready to complain against big competitors as the 
little sightseers have complained about him, about the manner in 
which he is alleged to be discriminating against him. 

Mr. Muurer. Do you want him to stop complaining about the other 
fellows or do you want him to change his own system here in the 
transit system? What do you want him to do? Stop complaining 
against Pan American or revise his methods of operation of the D.C. 
Transit System ? 

Mr. MacIntyre. That is something for the committee to consider, 
Mr. Multer. 

Mr. Muurer. So far as I am concerned, Mr. Chairman, I object to 
any questions about this, no matter what counsel’s position may be. 

Just a minute, please. No matter what the position of counsel for 
the witness may be, I object to any inquiry about witness’ opinion on 
extraneous matters. This committee is not interested in what Mr. 
Chalk’s personal opinions may be. He may be more antitrust than we 
are. That is quite beside the point. He can be for trusts. I for one 
am not concerned with his position on that. If he is violating the trust 
laws or his transit system is violating the trust laws or is doing any- 
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thing that is hurting small business, that is what I want to see de- 
veloped here and those facts I want to hear. I am not interested in 
the witness’ opinion. 

Mr. Evins. Well, I have examined the letter and since the gentle- 
men speaks about the fair trade and antitrust laws and this commit- 
tee is concerned with it as it affects small business, I think it is per 
tinent that he testify and I support the chairman in his position. 

Mr. MacIntyne. I offer the letter in evidence. 

The CuHarrmax. I want to withhold it until I read it. The dis 
crimination part appeals to me as being relevant. 

(The Chairman, after further reading the letter, directed that the 
following parts relating to discrimination be received and they are as 


follows:) 


It appears only too clear from the sequence of the filings and actions taken 
by Pan American and Eastern that the increase in the upper class fares, fo! i 
lowed by a recently filed reduced fare in the third class, after the increase was 
approved, together constitutes undue discrimination and unfair competition 
contrary to the Civil Aeronautics Act and, at least, the spirit of the antitrust 
laws; that Pan American and Eastern are seeking, through discriminating 
against the patrons of the upper classes of service, to subsidize their combined 
competition against and with Trans-Caribbean in the third class. 

A fair analysis of the circumstances must lead to the conclusion that, whether 
or not the antitrust laws have been literally violated as a matter of law, the 
fare and pricing practices of Pan American and Eastern above discussed ars 
unfair competition and represent the type of competitive evil which has been 
banned by the antitrust laws. 

It has been held that in order to prohibit discrimination it is enough that 
may injure competition. 

A pricing policy which calls for reduced fares directed against one competit: 
in one class of service only, by discriminating through higher prices in other 
classes of service, not only violates the ratemaking standards of sections 404 and 
1002 (e) of the Civil Aeronautics Act. but also does violence to established 
principles of fair competition under section 411 of the act. Such a policy repre 
sents at least the type of evil in competition to which the Sherman and Clayton 
Acts have been directed. 

Mr. Motrer. I want my position to be perfectly clear. I sien 
like to have counsel devel Op any facts which will show that D. 
Transit System, ae .. is Violating any of the antitrust laws or doing 
anything that is hurting small business in the District or elsewhere. 
i would like very much to hear those facts, if any exist. 

The Cnatrman. Go ahead, Mr. MacIntyre. 

Mr. MacInryre. During the course of your conference with re 
sentatives of the committee on April 22, you took the position that 
the matters about which your competitors had complained were with 
out justific ation so far as you were concerned. Do you recall that‘ 

Mr. Cuak. I didn’t get that. 

Mr. MacInrynre. Please read that back. 

(The pending question was re: ~ by the re porter. 

Mr. Cuax. That is correct, 

Mr. MacIntyre. In other oni, on this oecasion you took the posi 
tion that whatever rates you were charging for sightseeing and charter 
business, and whether or not those resources of the D. C. Transit Co. 
were used in that connection, that was not a matter about which your 
competitors had just complaints. 

Mr. Cuavk. I don’t remember what I said, sir. Do you want to 
read from the record ? 

Mr. MacIntyre. I am speaking about a position, now, not words. 
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Mr. Srear. Mr. Chairman, might counsel refer to the record that 
he is quoting from now for that statement that he is referring to? 
The witness doesn’t remember anything on that. 

The CHatrmMan. Does that relate to this D. C. Transit? 

Mr. MacIntyre. Yes. 

Mr. Spear. If counsel has a record of the transcript, if he would 
read exactly what the witness said, I think it would help all concerned. 

Mr. MacInryre. There is no transcript of everything that was said 
at that conference. I was merely discussing the position of the wit- 
ness in asking if the characterization that 1 was stating of his posi- 
tion is a correct characterization, and I ask the reporter to read that 
statement to the witness again. 

Mr. Mutrer. I suggest counsel ask the witness what his position is 
regardless of what he may have said at some other time. What is his 
a on this matter now? That is what we are concerned with 

Mr. Cuark. My position on the matter of tariffs is that the Public 
U tilities C ommission, just as the Civil Aeronautics Board, should have 
complete jurisdiction on all tariffs involving sightseeing and charter 
service. 

The CHarrman. Well, they have that power now; don’t they? 

Mr. Cuatk. Well, they should exercise it. 

The Cuairman. In other words, fix your rates along with the others. 

Mr. Cuan. That is correct. 

The Cuarrman. Charge the same rates. 

Mr. CHatk. Whatever in their wisdom they decide to do is all 
right with me, sir. 

Mr. MacInryre. I have no further questions of the witness. 

The Cuarrman. Mr. Evins? 

Mr. Evins. No questions. 

The CHatrrman. Mr. Multer? 

Mr. Murer. I have no further questions. 

The Cuarrman. All right. Let us see. Is there any other state- 
ment you would like to make to clarify anything that has hap ypened, 
Mr. Chalk, or any questions that have been asked or any comme as 
that have been made? 

Mr. Cuaix. Nothing that would be relevant to the D. C. Transit 
System. 

The Cuarrman, That is what I mean. 

Mr. Cuaux. No, sir. 

The Cnatrman. Mr. Flanagan? 

Mr. Franacan. Thank you, sir, no. 

The Cuarrman. Mr. Wolf? 

Mr. Spear. Mr. Chairman, Mr. Wolf has a prepared statement 
which is three pages long which he would like to read in part and 
have it incorporated in the record as part of his testimony here today. 
We have mimeographed the copies if the Charman would like to have 
them. 

The Cuairman. All right. Just summarize it then, Mr. Wolf, if 
you please, and put the whole statement in the record. 

Mr. Spear. May we have just a moment, Mr. Chairman ? 

The CHairMan. Yes. 

Mr. Spear. Mr. Chairman, rather than try and paraphrase or sum 
marize the statement, may the statement speak for itsef and the recor 
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so indicate? If that is agreeable with counsel, may the statement 
speak for itself rather than be read at this point ? 

The Cuarrman. That will be satisfactory. Without objection, that 
will be done. 

(Mr. Wolf’s prepared statement is as follows:) 


STATEMENT OF LEONARD WOLF, DrrecToR oF SALEs, D. C. Transit System, INc. 


D. C. Transit System, Inc., and its predecessor company, Capital Transit Co., 
have operated group charters for many years and have enjoyed a fine reputation 
with tour operators, railroads, travel agents, etc. This phase of the business 
which we agree we have increased, was not conceived and intitiated by D. C. 
Transit. We have operated competitively for many years with such carriers 
as Atwood Transport, W. M. & A., Gray Line, and several carriers from 
Baltimore such as Monumental Tours, Baltimore Coach, McMahon Trans- 
portation, and the Baltimore & Annapolis Railway. Competition in this field has 
always been keen and because of the mass movement nature of the business 
with its assured income such competition will aways be keen. Obviously in this 
type of operation almost every company involved, we have been told, has made 
special rates, special deals, special concessions, and special favors. 

The most flagrant break with tradition in this field, however, was initiated 
by Gray Line on September 18 of 1957 when they introduced a policy of paying 
a 10 percent commission on group charter business to railroad agents, travel 
agents, and tour operators. In the case of railroad agents and tour operators, 
such commission in most cases accrues to the personal benefit of the individual 
and not the group utilizing the service. Unfortunately, this has hurt D. C. 
Transit to a great degree in its 1958 efforts to obtain group business. Un- 
doubtedly, it has also hurt our other competitors and accusers as well. To date, 
D. C. Transit has not paid a commission to anyone for group business. 

The complaint of small sightseeing operators m Washington, D. C., if any such 
complaints can be justified, should be aimed at the Gray Line, Inc., of Washington, 
D. C. This company is part of the National Gray Line Organization which 
operates, through its franchises, in approximately 100 major cities throughout 
the United States and Canada. Each Gray Line franchised company contributes 
2% percent of its gross income each year to the National Gray Line Organization. 
These funds are used for national advertising, promotion, selling effort, and 
such other activities that are necessary for them to maintain the control that 
they enjoy in the sightseeing field. The control that Gray Line enjoys in 
Washington, D. C., is a typical case in point. 

It is a recognized fact that a great percentage of individual sightseeing ticket 
sales originate in the large hotels of a city. It follows, therefore, that the 
sightseeing organization that has the rights to sell tickets in such hotels will 
immediately enjoy an advantage over all other competitors. In Washington, 
D. C., Gray Line enjoys a decided control of the hotels. The large District of 
Columbia hotels are owned by national hotel chains; this situation prevails in 
all other major United States cities. The hotel chains are reluctant to sell D. C. 
Transit’s or other local operators’ services in Washington, D. C., for fear of re- 
taliation in the form of curtailment of sales for their other hotels in other 
cities by the national Gray Line office. 

The following is a list of hotels and terminals at which Gray Line enjoys the 
exclusive privilege of selling their sightseeing and limousine service: 


Plaza Roger Smith All States 

Carroll Arms Sheraton Carlton Admiral 

sellevue Shoreham Franklin Park 
Burlington 2400 Ritz 

Blackstone Washington Marriot Motor Hotel 
Congressional Trailways Ambassador 
DuPont Plaza Henderson News Annapolis 

Hamilton Houston Continental 
Harrington Embassy Dodge 

Jefferson Emery Sheraton Park 
Lafayette Everett Statler 

Lee House Gralyn Willard 

Hay Adams Tabard Inn Greyhound Terminal 


Ten of these hotels are contract hotels with contracts running anywhere 
from 1 year to 3 years. 
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In addition to Gray Line’s exclusive arrangement with hotels, there are three 
hotels that have contracts with the so-called small operators. The Federal 
Sightseeing Tours, of which Mr. Paul Swan is president, enjoys an exclusive ar- 
rangement with the Commodore Hotel. Clancy Sightseeing Service enjoys an 
exclusive arrangement with the Mayflower Hotel. Union Sightseeing Tours, 
of which Mr. Theodore Taylor is president, has an exclusive arrangement with 
the Carlyle Hotel. Diamond Sightseeing Tours have the exclusive sightseeing 
sales rights at Washington’s Union Terminal and the limousine concession at the 
Shoreham Hotel. Since May of 1957, when D. C. Transit began its individual 
sightseeing tour operation, only the following small hotels have agreed to sell 
D. C. Transit’s sightseeing tours: Brighton, Roosevelt, Meridian Hill, Ebbitt, 
Stratford, and the Woodner. 

To illustrate very clearly the struggle that D. C. Transit faces in its desire to 
compete for a fair share of the sightseeing business in Washington, D. C., it 
would be well to point out the following “hotel room control” that currently 
exists in the area: 


Rooms 
I I a catenin sshd: sascniatin aaiettln aida talaga i al ascetics ie 11, 848 
DD. Oc Demme: 6th. bes ee Sb hickinwsda chitinase nee 1, 485 
BT EL A IIE SOREN NRE A nee 8 SA 1, 000 
Diamond Wintissetee Teme: = ico se a 2 A ee oath ed Bbc ciwceccion 800 
Union Sightseeing Tours (Theodore Taylor) ~...-.-------------------- 250 
Peceral' Bismiosding (Pach Gwe) «occ eks ceed. uw cc tasssouside 200 


It would also be well for the public to know that D. C. Transit pays only its 
published commissions in its 1958 tariff brochure to every hotel operator cur- 
rently selling its tours. D. C. Transit’s commissions are for the most part 
either slightly higher or a few pennies lower than the Gray Line commissions. 
In contrast with this situation, Gray Line offers many concessions to its hotel 
sales outlets such as maintaining of the hotel transportation desks, at Gray Line 
expense, and the staffing of hotel transportation desks with Gray Line personnel. 
These concessions are presently in practice at the Marriot Motor Hotel, the 
Sheraton Park Hotel, the Willard Hotel, the Raleigh, the Annapolis, the Conti- 
nenetal, the Dodge, and the Greyhound Bus Terminal. Obviously, this procedure 
adds to a hotel’s profit on sightseeing sales. 

It is common knowledge that Gray Line “tailors” its arrangement to suit each 
individual hotel in an effort to keep out all competition. Far from being the 
“big bully” of the sightseeing business or enjoying any benefits of its “vast re- 
sources” D. C. Transit has met with hostile resistance from the Statler, the 
Sheraton Park, and other major hotels in the area. Ironically enough, D. C. 
Transit did not ask for anything more than an equal opportunity to sell its 
services at hotels in which Gray Line and other sightseeing operators enjoyed 
such privilege. 

Mr. MacInryre. In that connection, then, I would like to ask the 
witness a question based on his position. 

You have heard the affidavit that was read here earlier today from 
a small sightseeing operator about guides being placed in front of his 
office. Did you have anything to do with that Mr. Wolf, as sales 
director of D. C. Transit Co. ¢ 

Mr. Wo tr. Sir, we don’t place guides in front of anyone’s office. 
These guides walk on public streets. If they happen to pass a man’s 
office, there is nothing we can do about it. 

Mr. MacIntyre. How is it to your mind that they never appeared 
there before—until the next day after he testified here ¢ 

Mr. Wotr. That is not true. We had guides out during the last 
sightseeing season. This is not the first use of mend counselors. 
And we are not the first company that ever used them. Sightseeing 
counselors, or hawkers, as they are more commonly known, were used 
in Washington long before there ever was a D. C. Transit. 

Mr. MacIntyre. In other words, the fact that these guides — 
in front of his place on May 13, you consider is a part of your business 
and shouldn’t be questioned. 


26969—58—_—-11 
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Mr. Wotr. Would you repeat that question ? 

Mr. Spear. I think the answer he has given—I think he understood 
the question. 

Mr. Wor. Just part of our normal course of business. 

The Cuarrman. Any other questions, g paeeen: 

Mr. Chalk, we thank you very much. I don’t think we will need 
you any more, but if we do, you will agree—— 

Mr. Cnatx. [am completely at your service. 

The Cuarrman. When the committee has a meeting, if we want to 
question you again, we will advise you. 

We appreci iate the attendance of you other gentlemen, too. 

Mr. Cuartx. Thank you, sir. 

The Cuarmman. Thank you very much. 


Mr. McLaughlin. 


TESTIMONY OF ROBERT E. McLAUGHLIN, COMMISSIONER, 
DISTRICT OF COLUMBIA—Resumed 


The CHatrman. We are very glad to have you back, Mr. Mc- 
Laughlin. 

Mr. McLavenurn. Lam very glad to be back. 

Mr. Evins. Might I say that Mr. McLaughlin is a very distin- 
guished lawyer and a great public servant and is an old friend of mine 
of many years. 

Mr. McLaveutin. I have very happy recollections of being ap- 
pointed the same day that Mr. Evins was in the Federal Trade Com 
mission. We worked on antitrust laws together. 

Mr. Mutter. And may I say, Mr. Chairman, that I am sure the 
Commissioner will not one minute think that I was accusing the 
Public Utilities Commission or any of the members of the District 
Commission of failure to perform their full duty in connection with 
D. C. Transit System. I know the Commissioner does a very good 
job. I know that from my work with him on the District of Columbia 
Committee. I know if there is anything wrong in connection with 
D. C. Transit Co., the District of Columbia Commissioners and the 
Public Utilities Commission will come up with the answer soon 
enough. 

Mr. McLaveuiin. We are trying, Mr. Multer. Thank you very 
much. 

Mr. MacIntyre. Mr. Commissioner, you testified in these proceed- 
ings once before, but since your testimony, we have had additional in 
formation in the record, and I would like to read you a paragraph by 
Mr. Chalk which I think will serve asa basis for the questions we want 
to ask you. 

Mr. Chalk, in referring to a conference he had with representatives 
of this committee on April 22, made this statement : 


In our conference I explained that the remedy for the grievance of the com 
plaining companies is for them to obtain similar privileges from the Congress. 
As I indicated, I would be pleased to support and help them in any way that I 
could to obtain such privileges 

In this connection, may I call your attention to H. R. 11246 introduced by 
Congressman Broyhill which is designed to accomplish this. 

It is difficult for me to connect this grievance against our tax privilege with 
the charge of monopoly, 
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Now that position taken with other statements made by Mr. Chalk 
all have been taken to mean, as we understand it, that he is suggesting 
that his competitors who are engaged in the sightseeing and charter 
business seek tax exemptions from the District of Columbia as he now 
enjoys. 

Would you comment on the position that you and other members of 
the Rael of Commissioners take regarding any prospective move 
in that direction ? 

Mr. McLaveuurn. Well, Mr. Chairman, the reason as stated in the 
first legislation concerning Capital Transit Co., the reason for any 
proposal of tax exemption with respect to mass transportation was 
the fact that mass transportation is so essential to the government of 
the District of Columbia and the United States Government—the De- 
partment of Defense, and so forth. 

Now, as this legislation was passed, 757 was passed, the question 
came up as to whether the new company would be permitted to en- 
gage in sightseeing business, and everyone agreed that they should. 
Coming out of the construction of that legislation is the fact that their 
sightseeing business evidently enjoys certain exemptions from 
taxation. 

However, I cannot connect very closely, and I am sure the Board of 
Commissioners would not be in favor of the extension of tax exemp- 
tions to other sightseeing businesses which are not actually certainly 
in anything like the same degree essential to the Government of the 
United States and the District of Columbia. This happens to be an 
incident of their mass transportation business, that is, the D. C. Transit 
System. However, it could not be described as such nor I think justi- 
fied to the other companies. 

If I may elaborate, it seems to me as though the first approach to 
protecting the other companies from these monopolistic tendencies 
would be the regulation of the sightseeing business here by the Public 
Utilities Commission. 

Mr. MacIntyre. As I understand your statement, then, the Board 
of Commissioners do not—the members of the Board of Commission- 
ers do not—look with favor upon any move to secure tax exemption for 
the other sightseeing operators as is now enjoyed by the D. C. Tran- 
Sit. 

Mr. McLaveunin. That is true. I am merely stating that from 
casual conversations with the other members. We have not taken 

soard action on it. 

The Cramman. Mr, McLaughlin, you mentioned something there 
about the Board of Commissioners doing something concerning the 
fixing of the rates. It occurs to me that that is something that has 
been overlooked. 

Now, you have that power, I believe you testified the other day. 

Mr. McLaucuuin. You mean the Public Utilities Commission. 

The Cuatrrman. Yes. I mean the Public Utilities Commission. 

Mr. McLavenuin. Yes, sir. 

The Cuamman. To fix the rates charged by sightseeing companies. 
You have that power. 

Mr. McLavenurn. For intrastate business. 

The CHatrmMan. That is intrastate: That is within the District 
of Columbia. 

Mr. McLaventin. Yes, sir. 
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The CuHamman. You have never exercised that power. 

Mr. McLaveutrn. It has never been, to the best of my knowledge; 
no, sir. 

The Cuarmman. I believe that was testified by Chairman Hayes the 
other day, too. 

Now, in view of the fact that there is a monopoly here that you 
testified about here today, if something is not done, it is going to not 
only adversely affect but practically, if not wholly, destroy practically 
all of the sightseeing concerns in the District of Columbia. 

Now, in view of that, don’t you think the Public Utilities Com- 
mission should give serious consideration to establishing rates pretty 
soon for all sightseeing companies ? 

Mr. McLaveutin. I think, sir, that they should study the question 
and move in that direction. I know that they are rather overloaded 
at the present moment with normal rate proceedings which monopolize 
a lot of their time, but it seems to me that they must move on to this. 

The Cuamman. I don’t see any better approach for the immediate 
future right now than that, do you, Mr. Commissioner? 

Mr. McLavcuttn. It seems to me that the administrative remedy 
should be exhausted, Mr. Chairman, before. 

The Cuarrman. That is right, and that is the first and most power- 
ful administrative remedy that is available. 

Mr. McLaveut.in. It seems to me that way ; yes, sir. 

The CHarmman. And that would grant some relief, put them all on 
the same basis. 

Mr. McLaveuttn. I don’t know whether counsel would agree with 
me, but under paragraph 4 of the Public Utilities Commission Act, 
the Public Utilities Commission may and is charged with requiring 
public utilities to comply with the laws of the United States appli- 
cable to them. 

Now, it seems to me as though since the Public Utilities Commission 
Act is expressly supposed to be construed in accordance with the 
provisions of the Constitution and sections of law pursuant to the 
Constitution as relating to interstate commerce, which, of course, the 
antitrust laws are, it seems to me as though the PUC has the jurisdic- 
tion there to issue orders of the nature of antitrust court orders. I 
mean issuing orders which would have the effect of restraining D. C. 
Transit System from actions which are monopolistic in nature. 

Mr. MacInryre. You were asked to prepare an estimate of what the 
tax loss would be if all these small independent operators, sightseeing 
operators, were accorded the same privileges as have been extended 
taxwise to the D. C. Transit Co. Have you prepared that estimate? 

Mr. McLaveutin. Mr. Counsel, the best estimate of our tax depart- 
ment is $70,000 a year. 

Mr. MacIntyre. $70,000 a year. 

Mr. McLaveutrn. Loss of revenue by the government of the Dis- 
trict of Columbia. And we are awfully poor. 

Mr. MacIntyre. And that would be added to the $375,000 tax loss 
that the District of Columbia government sustained for the year end- 
ing last August 31, 1957, in its tax exemptions to D. C. Transit. 

Mr. McLaveuuin. Yes, sir. 

Mr. MacIntyre. And in weighing that tax loss of $70,000 against 
what you testified on Monday that you see as the inevitable results 
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of a monopoly in the sightseeing business, you still believe it would be 
better to save the $70,000 for the District of Columbia taxpayers. 

Mr. McLaveuurn. Well, I don’t think that we can weigh it that 
way. I think the question is whether this is an essential business of 
the type which should be protected as the mass transit system here 
has been protected by tax exemptions. There are, I believe, other 
more direct means of protecting these small businesses from monopoly 
rather than to say, “All right, don’t pay the District of Columbia any 
taxes.” I think it is a legitimate type of business which should pay 
legitimate taxes. 

Mr. MacIntyre. And to that extent you disagree with Mr. Chalk 
on the remedy ? 

Mr. McLaveuury. Yes, sir; it costs us more than it does Mr. Chalk. 

Mr. MacIntyre. That is all, Mr. Chairman. 

The Cuamman. Any questions gentlemen ? 

Mr. Mourer. Yes, Mr. Chairman. 

Commissioner, I would like to get clear in my own mind as to where 
the monopoly is in the District. We know that we granted a fran- 
chise to Transit Co. that is in the nature of a monopoly. 

Mr. McLaueutin. Yes, sir. 

Mr. Mutter. Now is there a monopoly in the sightseeing business, 
too, in the District? 

Mr. MoLaveuutn. Well, as I construe the legislation—and I was 
present at most of the drafting parties on it—there was no intention 
to grant a monopoly in the sightseeing business to the new company. 
The new company was to be permitted, as an incident to the transit 
business, to enter in the sightseeing business 

Mr. Mutrer. Has the D. C. Transit System gotten to the point 
where it is monopolizing the sightseeing business ? 

Mr. McLavueuur. I cannot speak advisedly on that, Mr. Chair- 
man, because I have not made a study; but I am so informed. 

Mr. Mutter. Well, now, how many other sightseeing companies are 
there in the District that are operating ? 

Mr. McLaveuturn. There are some—actually, our tax department 
says that there are so many little businesses that start and then dis- 
appear that it is difficult to check them. But I have 2, 4, 6, 8, 10, 12 
companies here that license altogether 94 buses. 

Mr. Mutrer. Well, now, we have been advised, here, that the Gray 
Line enjoys exclusive contracts with many of the District of Colum- 
bia hotels, as a result of which they have control of some 11,848 rooms 
for their sightseers. ‘That borders pretty close to a monopoly; doesn’t 
it ? 

Mr. McLaveutnry. I am not aware of that. I do not know just 
what that effect might be. It could have some such effect. My in- 
formation here shows that they have 24 buses licensed in the District 
of Columbia. 

Mr. Murer. And the statement offered a few minutes ago by Mr. 
Wolf shows that Gray Lines currently control 11,848 rooms under 
exclusive contracts with hotels in the District. 

The nearest to that is D. C. Transit with 1,485 hotel rooms; the 
next one is Clancy Sightseeing, with 1,000 rooms; and Diamond Sight- 
seeing has 800 rooms; and the next is Union Sightseeing with 250 
rooms, and Federal Sightseeing with 200 rooms. _ 
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Now, if there is any monopoly, I would say the monopoly is with 
the Gray Lines with 11,000 as against the next closest of 1,400. 

The Cuarrman. You are talking about sightseeing now, or rooms? 

Mr. Mutter. I am talking about sightseeing companies that control 
hotel rooms under exclusive contracts with the hotels. 

Mr. McLaveutr. I do not know that D. C. Transit could not re- 
serve as many rooms as the other company has. 

We have lots of hotel rooms here. 

Mr. Mutter. Then that would indicate that there is no monopoly, 
there is free competition, if D. C. can go in and get as many as the 
Gray Lines? 

Mr. McLavcutrn. I have not the statistics on the rapidity of this 
alleged monopoly ; that is, the action of it. However, there is a situa- 
tion here that does look monopolistic in nature; I will say that. 

Mr. Mutter. Will you agree with me it is time for the Public Utili- 
ties Commission to dig in 

Mr. McLaveutin. It would seem so. 

Mr. Mutter (continuing). And find out what the story is, and take 
the necessary action ? 

Mr. McLaveuury. Yes, sir. 

Mr. Mutter. And if legislation is necessary, they should ask for it? 

Mr. McLavueutrn. Yes. 

Mr. Murer. And so far as the question of tax exemption is con- 
cerned—the Congress exercises legislative authority for the District— 
we had a choice here of either having no transit for the public or 
doing something in the nature of subsidizing the local transit; isn’t 
that so? 

Mr. McLaveutrn. Yes, sir. 

Mr. Murer. And that choice is evidenced by the enactment of the 
bill giving this franchise to D. C. Transit System, together with a 
subsidy in : the nature of certain tax exemptions. 

Isn’t that so, sir? 

Mr. McLavueuuin. Yes, sir. 

Mr. Muurer. I am using subsidy where most people refer to it as 
tax exemption. 

Mr. McLaveuurn. If, by this franchise, you do not mean franchise 
for sightseeing— 

Mr. Mutter. Oh, no; I am referring now just to the mass trans- 
portation. 

Mr. McLaveuuin. Yes, sir; that is true. 

Mr. Mutter. You have already agreed that the Public Utilities 
Commission has a right to regulate the sightseeing services, both the 
D. C. Transit System and anyone else who wants to operate a sight- 
seeing service in the District ? 

Mr. McLavcuurn. Yes, sir. 

Mr. Mutter. And that includes fixing rates? 

Mr. McLavueuuin. Yes, sir. 

Mr. Muurer. Now, the question of tax exemption, in the event that 
D. C. Transit has some advantage over the other sightseeing services, 
or companies that want to operate that service, we have a eoice : We 
can take away, Congress can take away the tax- “exemption feature and 
then make up ‘the difference in subsidy, either by an outright subsidy 
or permitting the D. C. Transit Sy stem, Inc., to increase its rates to 

make up that loss; isn’t that so? 
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Mr. McLaveuur. Well, Congress could, of course, have passed a 
law and probably, the Federal Government, I imagine would be, liable 
in the Court of Claims, possibly, or something could be worked out 
with the D. C. Transit Co. 

But, as I said before, it seems to me if Congress, as I understand it, 
did not intend to gr ant a monopoly in the sightseeing business, and if 
the D. C. Transit Co. is using its position in such a way as to create 
a monopoly, I feel that there are no doubt remedies for handling that 
at the present time. 

Mr. Mourer. And I think if that situation develops to the point 
where they may be getting a monopoly, we won’t wait for them to get 
the monopoly, but we can expect the D. C. Commissioners and the 
the Public | [tilities Commission, to come up with an appropriate 
recommendation ? 

Mr. McLaveuur. I would be very much interested in the results 
of the study by the PUC. 

Mr. Muurer. Thank you. 

The Cuatrman. Mr. McLaughlin, we have a mass of material here 
which we will not ask you about, but which the committee will con- 
sider. And I will state to the members of the committee, who are here, 
that I suggest that we discontinue further hearings, subject to the 

call of the chair, public hearings; and, in the meantime, we will con- 
dine this mass of material with the possibility in mind of making 
recommendations to the Commissioners of the District. of Columbia 
and to the Public Utilities Commission, and to the legislative commit- 
tee of the House. 

This matter was fully discussed with Mr. McMillan, the chairman 
of the Committee of the District of Columbia, and we had many con- 
ferences with Mr. McMillan; and it our thought that the District of 
Columbia Committee should handle it. 

However, Mr. McMillan asked us to go ahead and handle it, since 
it involved the small business angle that our committee should look 
into; and after we looked into it, make a report to them, which they 
would appreciate and give very careful consideration to; and that we 
shall do. 

Mr. McLaughlin, we certainly appreciate the fine cooperation that 
you have given us. 

Thank you very much. 

Mr. McLaveuurn. Thank you, sir. 

The Cratrman. And also the cooperation of your associates and 
the Public Utilities Commission, and others connected with the Dis- 
trict of Columbia. 

Also, at this time I ask that the following documents and any addi- 
tional material received subsequent to the hearing be included in the 
record. 

Without objection, the committee will stand in recess subject to 
the call of the chair. 

(Whereupon, at 4:25 p. m., the subcommittee adjourned.) 
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(The material referred to is as follows :) 


DIVISION 1138, 
AMALGAMATED ASSOCIATION OF STREET ELECTRIC RAILWAY 
AND Motor CoacH EMPLOYEES OF AMERICA, A. F. oF L.—CI1O, 
Washington, D. C., April 12, 1958. 
Congressman WRIGHT PATMAN, 
House Office Building, Washington, D.C. 

DEAR CONGRESSMAN PATMAN: This association representing the operating em- 
ployees of the Gray Line has had an employment contract with the company for 
20 years. This agreement covers, in addition to wages and working conditions, 
a health and welfare plan for employees and their dependents, life insurance 
and pensions. 

Our agreement, the benefits, and the very jobs of our members are in jeopardy 
as a result of the activities of the D. C. Transit System, Inc., in the sightseeing 
industry. 

LD). C. Transit, having obtained a monopoly of the public transportation sys- 
tem within the District of Columbia and exemptions from D. C. taxes, is using 
those advantages to seek a monopoly in the sightseeing industry. 

The methods used by D. C. Transit to accomplish this include extensive ad- 
vertising, substantial rate reductions, and the maintenance of offices in other 
cities, all unwittingly paid for by bus and streetcar riders in the District of 
Columbia. 

In some instances, D. C. Transit’s sightseeing rates have been cut to about 
one-half of the Gray Line rates. The Gray Line’s cost of operation is such that 
it cannot possibly offer similar inducements. As a result, tour companies which 
have been clients of the Gray Line for many years have gone over to D. C. 
Transit. 

Ours is a seasonal business. The revenues of the next few months are im- 
portant to our livelihood for the rest of the year. Employees of D. C. Transit 
are not dependent on sightseeing. 

Obviously, no sightseeing company in the District of Columbia can compete 
with a big business having such advantages, and the disaster which will befall 
the employers will befall the employees as well and destroy benefits of many 
years’ employment. 

We believe that the Congress is composed of fair men and women, and we 
cannot believe that it was their intent to give the D. C. Transit System a transit 
monopoly, combined with tax exemptions, so that it could compete and ulti- 
mately deprive tax-paying small-business men and their employees of their 
livelihood. 

We respectfully urge you to ask the District of Columbia Board of Commis- 
sioners for a full report regarding this matter and the prospects for remedy- 
ing it. Also, we respectfully ask that you urge the Senate and House Small 
Business Committees, the District of Columbia Committees, the Interstate and 
Foreign Commerce Committees, and the Subcommittees on Appropriations for 
the District of Columbia to look into it and to hold public hearings before fur- 
ther undue hardship is imposed upon us. 

Sincerely, 
JACK SHANNON, 
Secretary-Treasurer. 


D. C. TRANSIT System, INc., 
Washington, D. C., May 27, 1958. 
Mr. EvERETTE MACINTYRE, 
General Counsel, Select Committee on Small Business, 
House of Representatives, Washington, D. C. 

DeEAR Mr. MAcIntyrE: At the meeting held on May 19, 1958, before the Com- 
mittee on Small Business, you requested that we furnish your committee with 
a list of the salaried employees of the sales department. We are pleased to 
attach such a list. 

On May 20, 1958, you requested, by telephone, that we furnish additional 
information in the nature of 3 items which we shall consider 1 by 1. 

First, you referred to the second paragraph of the statement offered for the 
record by Mr. Leonard Wolf, director of sales of D. C. Transit System, Inc., and 
requested that we send you a schedule of commissions paid to tour agents, as 
referred to in this paragraph. You will note that the concluding sentence of 
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this paragraph of the statement by Mr. Wolf reads: “To date, D. C. Transit has 
not paid a commission to anyone for group business.” We believe this answers 
your question, but if it does not, then we did not understand your telephonic 
request. 

Second, you requested the schedule of the a. m. trips covered by the Govern- 
ment contract referred to in the statement of Mr. Robert T. Mitchell, executive 
wice president, A. B. & W. Transit Co. Such schedule is as follows: 


No. 1. 6: 45 a. m.—7: 55 a. m. 
No. 2. 7: 15 a. m.—7: 58 a. m. 
No. 3. 7:15 a. m.—7: 50a. m. 
No. 4. 7: 15 a. m.—7: 50 a. m. 
5 wv 


. 5. 7:15 a. m.—7: 50a. m. 
No. 6. 7:15 a. m.—8: 42 a. m. 


However, there are two important points regarding this matter that we call 
to the attention of the committee: 

(a) It so happens that these trips are run during the rush period. It is not 
sound to consider only one contract. The writer testified before the Interstate 
Commerce Commission that over 50 percent of all the trips run under contracts 
with the Government are operated during the base day. That testimony still 
stands, and supports the statements made before your committee that the com- 
pany is doing its utmost to foster greater use of its men and equipment during 
the quiet part of the day. 

(b) A simple calculation will show that the bids made for this particular 
contract by both A. B. & W. and D. C. Transit were not figured so closely that 
the matter of taxes could have any effect. The records of D. C. Transit show 
that during 6 months this service required 21,694 miles of operation. On our 
annual basis, the aggregate miles operated would be 43,388. A contract price of 
$41,099.74 would means a return of 94.7 cents per mile. We believe Mr. Mitchell 
will agree that such a price per mile does not represent any price cutting; nor 
does it give weight to any tax advantages. 

Third, you requested the schedule of a. m. trips of sightseeing tours. No 
sightseeing tour is operated before 9: 30 a. m. 

We trust this gives you the information you desire. 

Sincerely yours, 
J. H. FLANAGAN, 
Vice President and Comptroller. 


D.C. Transit System, Inc., sales department personnel, May 20, 1958 








Name Title Annual 
salary 

Leonard Wolf... .| Director of sales. < : _| $15,000. 00 
C. P. Welk Field sales manager : ..-| 10,011.42 
J. G. Reaves ‘ Operations control manager. . aa 8, 212. 49 
R. C. Mack... Regional sales manager...-- 7 . -| 7, 899. 64 
T. J. Nolan.... .do | 7, 899. 64 
W. E. Beard Assistant operations control manager... a 6, 856. 78 
W. W. Juster_. .| Terminal manager- - - ; ae a 6, 856. 78 
F. E. Schafer Convention and local sales manager ain 6, 856. 78 
Q. H. Pauletti Assistant terminal manager. - - 6, 648. 21 
M. Holtzman Secretary, sales department. -. ode 5, 448. 92 
D. J. McFarland Sales representative. ‘ x 5, 266. 42 
G. L. Saunders, Ji Terminal sightseeing sales. on 5, 224. 28 
B. J. Mayne... Secretary, sales department. nk 4, 536. 42 
J. E. Krug.... Ticket agent ; beadd ‘ 3, 623. 92 
L. L. Lough_.-. ‘ Receptionist, clerk-typist - ‘ Sst 3, 623. 92 
D. A. Davis Operations clerk-typist . 3, 623. 92 
J. Fagan Junior clerk-stenographer ; : 3, 623. 92 

Total. : .--| 111, 203. 46 


May 28, 1958. 
Mr. JAMES H. FLANAGAN, 
Vice President and Comptroller, 
D.C. Transit System, Inc., Washington, D.C. 

Dear Mr. FLANAGAN: The purpose of this letter is to confirm that Mr. Everette 
MacIntyre, general counsel of the Select Committee on Small Business, House of 
Representatives, at my request asked your company to furnish certain informa- 
tion in addition to that you were requested to furnish when you testified (tran- 
script, p. 211). 
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The mentioned additional information was requested by telephone on May 
20, 1958. At that time you were requested to supply: 

1. Information showing schedules of commissions or brokerage fees paid by 
your company to individuals, partnerships, or corporations acting as tour agents 
or in other capacity in soliciting charter or sightseeing business for the D. C. 
Transit System, Inc. 

2. Information setting forth the schedule of the a. m. trips covered by the Govy- 
ernment contract referred to in the testimony of Mr. Robert T. Mitchell. In your 
letter of May 27, 1958, you supplied that information but stated in that connection 
“it is not sound to consider only one contract.” In view of your remarks, you are 
requested to supply the details of the schedules of your operations under other 
Government charter contracts. 

3. Information regarding schedule of a. m. trips on sightseeing tours. In 
your letter of May 27, 1958, you replied that “no sightseeing tours operated be- 
fore 9:30 a.m.” It is now requested that you supply detailed information show- 
ing the different schedules regarding the a. m. trips of sightseeing tours and 
specify in that regard the time each of the sightseeing buses are required to leave 
the shops or garages of the D. C. Transit System, Inc. to undertake their runs on 
a. m. trips of sightseeing tours. 

It is requested that you supply this information as early as possible. 

Sincerely yours, 
WRIGHT PATMAN, Chairman. 


D. C. TRANSIT SysTEM, INc., 
Washington, D. C., May 28, 1958. 
Hon. WRIGHT PATMAN, 
Chairman, Select Committee on Small Business, 
House of Representatives, Washington, D.C. 

DEAR Mr. PATMAN: With reference to your letter of May 28, 1958, it is my 
pleasure to submit the following information in the hope that it will provide the 
answers you are seeking. 

With respect to item No. 1, I had already notified Mr. MacIntyre that D. C. 
Transit does not pay commission to any one for group charter or sightseeing 
business. This item has now been expanded, however, and I am, therefore, 
enclosing a statement which shows the commissions paid for other types of 
charter or sightseeing business. I believe you will find this comparative list of 
commissions paid by D. C. Transit System, Inc. and Gray Lines, Ine. bears out 
the testimony of Mr. Wolf that the. differences in the commissions paid by these 
two companies are slight. 

With respect to item No. 2, I enclose a statement which shows the Government 
eontracts about which I testified before the Interstate Commerce Commission 
recently. At the foot of the middle column, you will note the percentage of 
52.4 percent to which I referred in my letter of May 27, 1958, addressed to Mr. 
MacIntyre. This statement gives the number of buses employed in rendering 
service under each of the military contracts under which we operated at the 
time of my testimony, which was in December 1957. The number of buses, of 
course, indicates the number of operators. Please bear in mind that in some 
instances, one operator can operate more than a single trip. As the heading 
shows in the first column, the data furnished relates to service during the 
a.m.rush hours. If this is not clear, we shall be pleased to attempt to expand 
upon the data furnished, but we believe it shows clearly what the a. m. rush 
service under the military contracts consists of. To make this story com- 
plete, since December 1957, the company has entered into 2 additional Govern- 
mental contracts; 1 with the Atomic Energy Commission and 1 with the State 
Department. The morning service to the Atomic Energy Commission is fur- 
nished during the rush and employs two buses during that period of the day. 
The service furnished under the contract with the State Department is definitely 
during the base day period and employs one bus which makes 4 round trips per 
hour from 8: 40 a. m. to 5: 25 p. m. 

Respecting item No. 3, we enclose a statement containing six pages which 
are the actual schedules employed in rendering scheduled» sightseeing tours. 
These schedules demonstrate clearly that there is no interference with opera- 
tions during the a. m. rush hour in order to provide scheduled sightseeing tours 
service. A word of explanation may help with respect to sheet No. 1 which 
shows the report time of the operator as 6:45 a.m. This man renders service to 
the Atomic Energy Commission referred to above, and immediately thereafter 
is available for service in sightseeing tours. Again it is necessary to point out 
that the operations of scheduled sightseeing tours constitute a minor part of our. 
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sightseeing work. The bulk of this service relates to group charter sightseeing 
in which service our operators depend entirely upon the demand. Such services 
are not scheduled and almost invariably men and vehicles employed in this type 
of sightseeing work operate after the a. m. rush period is over. 
Sincerely yours, 
J. H. FLANAGAN, 
Vice President and Comptroller. 


ItTEM 1.—Commission comparison retail sales 


Tour designation Gray Line Tour designation Gray Line 


Gray Line | DCT DCT (25 percent, 30 percent Gray Line Dc 


DCT (25 percent 3Q percent 


A Q 2. 50 ? 07 


2. 2 2.50 || E { 1.10 91 1.09 
B 3 1.10 83 1.00 |G 6 1. 20 1.14 1. 37 
C l 1. 25 .97 1.16 iH 5 1.10 91 1.09 
D 7 20 Sb 1.03 |! L 2 1. 00 91 1.09 
DB 10 1. 20 97 1.16 M s 2. 50 2.17 2. 60 
IreM 2.—D. C. Transit System, Inc.—-Military contract buses and bus hours 
6 a.m, to 9:30 a. m, to 3p. m, to 
9:30 a. m 3p. m. 7 p. m. 
Southeastern 
MDW-11 (9) 11:54 (9) 50:19 | (9) 15:48 
T-Prne-10 (5) 7:46 (5) 6:53% 
T-Prnc-12 1) 1:16 3) 1:53%) (2) = 1:25% 
Trinidad: | 
MDW-12 2) 4:41 2) 9:09 3(3) 4:20 
T-Prnc-ll 4() 1:43 |} (0) 1:09 
Western: MDW-11 1) 1:41! 1) 6:30 | (i) 22023 
; : Total. 19) 29:01%4 15) 66:5124| (20) 31:37'4 
: Percent of total hours | 22. 8 52. 4 24.8 
: | Bs Z 
c Total bus hours 127:3014 
e 1 Includes 1 operating on T-Prne-10 
2 Includes 1 operating on T-Prne-12 
t 3 Includes 1 operating on T-Prne-11 
a 4 Also works on MDW-12 
f ITEM 3 
y ID. C. TRANSIT SYSTEM, INC., SIGHTSEEING NSCILEDULE 
e 
f Western Bus Division—Weekday except Saturday—Fffective, May 5, 1958 
e 
Z RUN NO. 31 
Le ‘ *4e * . 
d (Can only be worked by a qualified sightseeing operator ) 
h Time 
a ee 
n- 6:55 a.m. to 8:20 a. m-_--. ~ Work schedule of block AE 4. 
te SRG Www ean _.-- Report at Park Silver Motel (call 1125 
r- Pennsylvania Ave. NW. terminal for in- 
v. structions). 
lv bs UP. a ‘ __..-.-. Leave 1125 Pennsylvania Ave. NW., on tour 
er No. 3 (unless otherwise instructed). 
9:40 a. m. to 10:10 a. m___---___ Take meal break at Smithsonian. 
ch 10:10 a. m. to 1:30 p. m__- Continue tour No. °3 (unless otherwise 
rs. instructed ). 
“A- 1:30 p. M...................... Bad tome Ne. 3 at Ii Pommayivemia- Ave. 
irs NW.; obtain instructions from 1125 Penn- 
ch sylvania Ave. NW. 
to ME LN ee ween 
fer ee OP Wiccs cee dabaknceeeee - Off duty. 
ut 


yur. 
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This sightseeing work is subject to daily change by instructions from 1125 
Pennsylvania Ave. NW. 

Telephone number of 1125 Pennsylvania Ave. NW.: FE. 3-5200, extension 565. 

Address of Park Silver Motel: 13th and Eastern Ave., Silver Spring, Md. 


—Schedule Department, May 1, 1958. 


Western Bus Division—Sunday and Saturday—Effective May 4, 1958 
RUN NO. 31 


(Can only be worked by qualified sightseeing operator) 


Time 

Be I re eile ere ab cb cenemel Report at depot office. 

I TI incites ie ap cintaaticansaniamabhaaiaesiee Out of garage. 

I a oad wees piel ci naneciiscalt Report at Park Silver Motel (call 1125 
Pennsylvania Ave. NW. terminal for in- 
structions). 

ON cei itecictienicn sit ainsi Leave 1125 Pennsylvania Ave. NW. on tour 
No. 3 (unless otherwise instructed). 

9:40 a. m. to 10: 10a. m........ Take meal break at Smithsonian. 

iS 30 e. 30; to: 1230 2. mm... Continue tour No. 8 (unless otherwise 
instructed). 

BN ir cceceth nce dcherninschennintanapeniacenes End tour No. 3 at 1125 Pennsylvania Ave. 
NW.; obtain instructions from 1125 Penn- 
sylvania Ave. NW. 

TR cts kcaiteiecnnthacakceaneniians In garage. 

EON ccc eneleceeniees Off duty. 


This sightseeing work is subject to daily change by instructions from 1125 
Pennsylvania Ave. NW. 
Telephone number of 1125 Pennsylvania Ave. NW.: FE. 3-5200, extension 565. 
Address of Park Silver Motel: 13th and Eastern Ave. NW., Silver Spring, Md. 
—Schedule Department, May 1, 1958. 


Southeastern Bus Division—Weekday, Saturday and Sunday—HEffective, 
May 4, 1958 


RUN NO. 239 


(Can only be worked by a qualified sightseeing operator) 


Time 

A a Report at depot office. 

eh ieee Call 1125 Pennsylvania Ave. NW. terminal 
for instructions. 

TN tc ete Leave 1125 Pennsylvania Ave. NW. on tour 
No. 9 (unless otherwise instructed). 

200 om. te 1: pie. Take meal break. 

RE A a eid aceite cectiss Continue tour No. 9 (unless otherwise in- 
structed). 

I se oe ee Return to 1125 Pennsylvania Ave. NW. for 
instructions. 

Se Ne ie hcccscedhen cctoseaicoermenionnee In garage. 

cl Off duty. 


This sightseeing work is subject to daily change by instructions from 1125 
Pennsylvania Ave. NW. 
Telephone number of 1125 Pennsylvania Ave. NW.: FE. 3-5200, extension 565. 
—Schedule Department, May 1, 195 
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Southeastern Bus Division—Weekday except Saturday—Effective May 5, 1958 


to we 


ef 


oO 


oo 


Oo, > 


RUN NO. 240 


(Can only be worked by a qualified sightseeing operator) 


Time 

Se, Mi cadawtnnamendes ..... Report at depot office. 

OUP Gy Wis a xinncataneeiheas Call 1125 Pennsylvania Ave. NW. terminal 
for instructions. 

SIE A Wi ccict nates cucucta eaee Leave 1125 Pennsylvania Ave. NW. on tour 
No. 10 (unless otherwise instructed). 

Se WiRlnacackiakniaiteicei tena ee Discharge passengers at Mount Vernon (call 
1125 Pennsylvania Ave. NW. terminal for 
instructions). 

WP AR ee cca nate abcaeetaotes In garage. 

oo > ta, to 3:60 pb. mm... Take meal break. 

Be  Diticmtc cutinwndaglinndee Call 1125 Pennsylvania Ave. NW. terminal 
for instructions. 

OP ths Wha chnitidcn cca eateartetete Pick up passengers from boat at Wharves 


(unless otherwise instructed). 
Return passengers to various hotels (unless 
otherwise instructed). 


eee ee Re eo In garage. 
Se Why. Mcaenaten Sieiaiaiie caer ait Off duty. 


This sightseeing work is subject to daily change by instructions from 1125 


Pennsylvania Ave. NW. 


eo wo 


Cle 


oo 


Co @ 


Telephone number of 1125 Pennsylvania Ave. NW.: FE. 3-5200, extension 565. 
—Schedule Department, May 1, 1958. 


Southeastern Bus Division—Saturday and Sunday—Hffective, May 5, 1958 
RUN NO. 240 


(Can only be worked by a qualified sightseeing operator ) 


Time 

SOONER. Jiechi ek Report at depot office. 

FE ie Wa ibnnteieenitsnaeeaas Call 1125 Pennsylvania Avenue NW. Terminal 
for instructions. 

POG Wid... chde hk cece se Leave 1125 Pennsylvania Avenue NW. on tour 
No. 10. (Unless otherwise instructed). 

GS Oi a conch ee Discharge passengers at Mt. Vernon. (Call 
1125 Pennsylvania Avenue NW. for instruc- 
tions). 

Oe a ah a sees . In garage. 

:50 p. m. to §: 609. m___---._-. Take meal break. 

{Wu Or. ectestn aeccies Call 1125 Pennsylvania Avenue NW. Terminal 
for instructions. 

SD Pit. je el ae Pick up passengers from boat at wharves (Un- 
less otherwise instructed). 

Return passengers to various hotels (unless 
otherwise instructed). 

Pe ie k neta In garage. 

CPO I to ee leak Off duty. 


This sightseeing work is subject to daily change by instructions from 1125 


Pennsylvania Avenue, NW. 


Telephone number of 1125 Pennsylvania Avenue, NW.,—FE 3-5200 Ext. 565. 
—Schedule Department, May 1, 1958 
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Southeastern Bus Division—Weekday, Saturday and Sunday—Effective 
May 4, 1958 
RUN NO. 241 


(Can only be worked by a qualified limousine and sightseeing operator) 


Time 
ey ny ee A A AER de Report at depot office. 
I a nethart  ita scl dcetanaee eared Call 1125 Pennsylvania Avenue NW. Terminal 
for instructions. 
Soe Oe I ge oe sn eee ee Leave 1125 Pennsylvania Avenue NW. on tour 
No. 1 (unless otherwise instructed). 
Pe teste Bi ea nae End of tour. 
Return passengers to various hotels. 
Oe tactics a eananlantcin ec In garage. 
Cr te 2 2 2 Oh Mule Take meal break. 
wp res Sa Sa Seo Report to depot office. 
Call 1125 Pennsylvania Avenue NW. terminal 
for instructions. 
Bo et Mca tds caea ee --. In garage. 
ee ie ot eee ee Off duty. 


This limousine and/or sightseeing work is subject to daily change by instruc- 

tions from 1125 Pennsylvania Avenue, NW. 
Telephone number of 1125 Pennsylvania Avenue, NW.,—FE 3-5200 Ext. 565. 
—Schedule Department, May 1, 1958 


THE GRAY LINE, 
Washington, D. C., May 27, 1958. 
Hon. WRIGHT PATMAN, 
Chairman, Select Committee on Small Business, 
United States House of Representatives, Washington, D.C. 

DeaR Mr. CHAIRMAN: Following my testimony before the Select Committee 
on Small Business on May 15, 1958, testimony was received from officials of D. C. 
Transit System, Inc., at a hearing on May 19, 1958, in which reference was 
made to my company, the Gray Line, Inc. I request the opportunity to submit 
the following additional testimony in response thereto, and ask that this letter 
be placed in the record of these hearings. 

I believe it significant that at no point in their testimony did the D. C. Transit 
officials attempt to answer the many serious charges brought against them during 
the course of these hearings. There was no attempt to justify the fact that upon 
their entry into the sightseeing business they slashed the rates charged by their 
predecessors, raised the commissions to agents, and undertook an extravagant 
advertising campaign, all with the intent and admitted result of taking business 
from their independent nonsubsidized competitors. They did not attempt to 
explain the fact that they were willing to incur an annual loss of almost 
$200,000 in their drive to obtain additional sightseeing business—a loss which 
no nonmonopoly and nonsubsidized competitor could bear. There was no justifi- 
cation advanced for their plan, forcefully expressed to the Public Utilities Com- 
mission 2 weeks ago, to charge the transit riders with these losses by refusing 
to exclude them from their operating expenses for purposes of determining the 
fairness of their proposed increase in schoolchildren fares and other transit 
fares. 

Instead of attempting to meet these issues, D. C. Transit asserted that the com- 
plaints of independent sightseeing operators should be directed to our company, 
the Gray Line, and claimed that the Gray Line was responsible for whatever 
difficulty the independents are suffering. This patent attempt to evade the 
issue should be recognized by this committee. The evidence in this hearing is 
that the Gray Line has operated in the Washington sightseeing business for 54 
years and so far as I am aware, no complaint has ever been made by our com- 
petitors that our company has engaged in unfair competition. The fact is that 
through the years there has been active and vigorous competition in the sight- 
seeing business with the result, as testified to by Commission McLaughlin, that 
the fares have been reasonable and no regulation has been necessary. Many 
companies have engaged in the business, including more that 50 small independ- 
ent companies which belong to the association represented by Mr. Swan. 


. a ee ae ee ee ee ee Cl’ 
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Mr. Wolf accuses the Gray Line of flagrantly breaking with tradition by ini- 
tiating a policy of paying a 10 percent commission on group charter business. 
In my original testimony I showed that D. C. Transit began its operations in 
the sightseeing business by drastically cutting the group rates, which had been 
charged by its predecessor. Gray Line’s initiation of a 10 percent commission 
was an attempt to meet this competition although the amount of our commis- 
sion was much less than the D. C. Transit rate cut. 

Mr. Wolf also complains of what he calls the Gray Line’s control of hotel 
rooms. The facts are not nearly so dramatic or so significant to the businss 
as he seems to imply. They are merely that Gray Line tickets are sold in the 
lobbies of a number of downtown hotels here in Washington. This scarcely con- 
stitutes control of each and every visitor who stays in these hotels. The fact 
of the matter is that only 1 in 5 of the Gray Line’s customers buy their 
tickets at these hotel lobby stands and the arrangements in the hotel which 
Mr. Wolf would have you believe are sinister are no different from those of 
the other various services which customarily operate in hotel lobbies, such as 
drug stores, florist shops, newsstands and the like. 

Mr. Wolf also states that D. C. Transit commissions on individual sightseeing 
tours are either “slightly higher or a few pennies lower” than the Gray Line com- 
missions. This is a flat misstatement of fact. As I previously testified, in 1958 
D. C. Transit, following one season of cut fares, raised its fares for individual 
tour to the rates charged by most of the companies in the business. At the same 
time, however, it drastically increased its commissions on the average of approxi- 
mately 40 percent. For example, the rate books show that on the standard 
all-day all-expense combination tour of 8 hours offered by both companies, the 
fare charged by each is the same, $12. However, the Gray Line commission to 
travel agents is $1.77 while the D. C. Transit commission is $2.50, an increase 
of more than 40 percent over the Gray Line commission. 

Another example is the 314 hour tour of Washington and Arlington National 
Cemetery offered by each company at $4.50. Here the Gray Line commission is 
838 cents while the D. C. Transit commission is $1.25, an increase of 50 percent. 
These commission increases represent but one of the many devices being employed 
by D. C. Transit in its attempt to gain business at the expense of its nonsubsidized 
competitors by a below-cost operation subsidized by the transit riders and tax- 
payers. 

Finally, I should like to address myself to a statement made during the testi- 
mony of Mr. Chalk that it is necessary for D. C. Transit to operate charter and 
sightseeing facilities during off-hours so that the overall transit business will 
show a profit. It is interesting to note that at the present time D. C. Transit does 
not offer a single tour which does not operate during at least a portion of the rush 
hours as defined by Mr. Chalk—before 10:00 a. m. and after 4:00 p. m. 

Copies of his schedules are attached. In not a single case are the bus and 
driver assigned to these tours available to rush hour transit operations on that 
day. Moreover, it is difficult to see how the transit operation can prosper from 
charter and sightseeing operation which, according to the testimony in this 
hearing, has suffered an annual loss of almost $200,000 during its first year. 

Very truly yours, 
HeNnrRY Burroucus, President. 


THE GRAY LINE, 
Washington, D. C. June 8, 1958. 
Hon. WRIGHT PATMAN, 
Chairman, Select Committee on Small Business, 
United States House of Representatives, 
Washington, D. C. 

DEAR Mr. CHAIRMAN: In my letter to you of May 27, 1958, relating to the testi- 
mony received by the committee on May 19 from officials of the D. C. Transit 
System, Inc., I referred to the wide gap between the commissions to sales agents 
now paid by D. C. Transit on individual sightseeing ticket sales and the com- 
missions paid by the Gray Line and other sightseeing companies. 

To supplement that letter I am submitting herewith the tariffs of the American 
Sightseeing Association, Inc., of which D. C. Transit is a member doing business 
under the name of “American Sightseeing,” and of the Gray Line Sight-Seeing 
Companies, Associated, of which my company is a member. I invite the com- 
mittee to compare pages 104 and 105 of the American Sightseeing Association 
Tariff with pages 178 and 180 of the Gray Line Tariff. Such a comparison will 
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demonstrate that D. C. Transit’s published commissions are substantially higher 
than those of the Gray Line. 

In my letter of May 27, I also referred to the fact that buses and operators 
used in scheduled sightseeing services as offered by D. C. Transit Co. were not 
available for mass transportation rush hour operations. Reference to pages 
104 and 105 of the American Sightseeing Tariff will also demonstrate that in 
each case buses and operators used in the scheduled sightseeing services offered 
by D. C. Transit are unavailable to transit rush hour operations. 

Very truly yours, 
HENRY BurRoucus, President. 


x 








